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PREFACE

Accounting Trends & Techniques—1997, Fifty-First Edition, is a compilation of data obtained by a
survey of 600 annual reports to stockholders undertaken for the purpose of analyzing the accounting
information disclosed in such reports. The annual reports surveyed were those of selected industrial,
merchandising, and service companies for fiscal periods ending between February 24, 1996 and February
2 , 1997.
Significant accounting trends, as revealed by a comparison of current survey findings with those of
prior years, are highlighted in numerous comparative tabulations throughout this publication. These tables
show trends in such diverse accounting matters as financial statement format and terminology and the
accounting treatment of transactions and events reflected in the financial statements.
Accounting techniques are illustrated by excerpts from the annual reports of the survey companies
and the annual reports of companies not included in the survey which presented items of particular
interest or of an unusual nature. References (in the form of a listing of company identification
numbers—see the following paragraph) to additional illustrations of an accounting technique may be
requested from the American Institute of Certified Public Accountants either by writing or by calling
Richard Rikert, Harborside Financial Center, 201 Plaza Three, Jersey City, NJ 07311-3881; telephone
(201) 938-3067.
Each of the 600 survey companies included in this edition has been assigned an identification
number which is used for reference throughout the text in the discussion of pertinent information. 305 of
the companies were listed in the fortieth (1986) edition and each retained the number assigned in that
edition. The other 295 companies in the 1986 edition have been eliminated. Most of the eliminated
companies were eliminated because of a business combination with another company. The identification
numbers of the eliminated companies have not been reused. Numbers 601 through 895 have been
assigned to the replacement companies. The 600 companies in the current edition are listed in the
Appendix of 600 Companies both alphabetically and by their identification number.
Special acknowledgment is due to Matthew Calderisi, CPA; J. Richard Chaplin, CPA; Gregory Frydman,
CPA; William A Godla, CPA; Toni Monier, CPA; Joseph M. Nestor, CPA; and Anthony Tarallo, CPA for their
assistance in the analysis of the financial reports and preparation of the manuscript.
Gerard L. Yarnall, CPA—Director, Accounting & Auditing Publications
AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS
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Section 1: General
TABLE 1-1: INDUSTRY CLASSIFICATIONS
A d v e rtis in g ..........................................
Aerospace............................................
Apparel, s h o e s ...................................
Beverages ............................................
Building materials, glass...................
C hem icals............................................
Com puter and data se rvice s............
Computers, office e q u ip m e n t.........
Electronics, electrical e q u ip m e n t. .
Engineering, co n stru ctio n ................
E ntertainm ent.....................................
F o o d ......................................................
Forest and paper p ro d u c ts ..............
F u rn itu re ...............................................
Hotels, c a s in o s ...................................
Industrial and farm e q u ip m e n t___
Metal p ro d u c ts ...................................
M e tals...................................................
M ining, crude oil p r o d u c tio n .........
M otor vehicles and p a r t s ................
Petroleum r e fin in g ............................
Pharm aceuticals.................................
Publishing, p r in t in g ..........................
Retailing-grocery s to re s ...................
Retailing-other s to re s .......................
Rubber and plastic pro du cts............
Scientific, photographic,
and control e q u ip m e n t................
Soaps, c o s m e tic s ..............................
T e x tile s .................................................
Tobacco ...............................................
Transportation e q u ip m e n t..............
Waste m a n a g e m e n t..........................
W h o le s a le rs ........................................
Not otherwise c la s s ifie d ...................

Total Companies

1996

1995

1994

3
19
17

2
19
17

2
20

6

6

6

16
32
9

15
33

17

21

8
22

52

54

14
34
5
24
55

6
2

6

6

3
38
27

12

12

24
23
13

26
23
13

5
39
30
7
3
44
23
24
13
25
23
13

20
11
20
11

20
10

20
10

18

17

12

11

37
9

36

34

8

8

12
6

13

4
4
17
25

13
7
4
3
17
27

4
3
16
26

600

600

600

39
28
9
3
43
23
24

8
3
43
23
24
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THIS SECTION OF THE SURVEY is concerned with
general information about the 600 companies selected
for the survey and with certain accounting information
usually disclosed in notes accompanying the basic finan
cial statements.

C O M P A N IE S S E L E C T E D F O R S U R V E Y
All 600 companies included in the survey are registered
with the Securities and Exchange Commission. Many of
the survey companies have securities traded on one of
the major stock exchanges—79% on the New York and
5% on the American. Table 1-1 presents an industry
classification of the 600 survey companies; Table 1-2 in
dicates the relative size of the survey companies as
measured by dollar amount of revenue.
TABLE 1-2: REVENUE OF SURVEY COMPANIES
Less than $100,000,000 ..............
Between $100,000,000 and
$ 5 0 0 ,0 0 0 ,0 0 0 ..............................
Between $500,000,000 and
$1,000,000,000 ..........................
Between $1,000,000,000 and
$2,000,000,000 .......................... . .
More than $2,000,000,000 ......... . .

Total Companies..................... ..

1996

1995

1994

1993

28

32

38

42

86

101

101

100

60

68

77

77

120
306

114
285

116
268

130
251

600

600

600

600
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INFORMATION REQUIRED BY RULE 14a-3
TO BE INCLUDED IN ANNUAL REPORTS
TO STOCKHOLDERS
Rule 14a-3 of the Securities Exchange Act of 1934
states that annual reports furnished to stockholders in
connection with the annual meetings of stockholders
should include audited financial statements—balance
sheets as of the 2 most recent fiscal years, and state
ments of income and of cash flows for each of the 3 most
recent fiscal years. Rule 14a-3 also states that the fol
lowing information, as specified in Regulation S-K,
should be included in the annual report to stockholders:
1.

Selected quarterly financial data.

2.

Disagreements with accountants on accounting
and financial disclosure.

3.

Summary of selected financial data for last 5
years.

4.

Description of business activities.

5.

Segment information.

6.

Listing of company directors and executive offi
cers.

7.

Market price of Company’s common stock for
each quarterly period within the two most recent
fiscal years.

8.

Management’s discussion and analysis of finan
cial condition and results of operations.

Examples of items 1 , 3, and 8 follow. The item 8 exam
ples include examples of the complete discussion and
analysis and excerpts from the discussion and analysis
pertaining to prospective information and year 2000 con
version. Examples of segment information disclosures
are presented on pages 19-31.

Quarterly Financial Data
ALLEGHENY TELEDYNE INCORPORATED (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 14. Quarterly Data (Unaudited)—
(In m illio n s except share and per share am ounts)

M arch 31

1996Sales .................................................................................................................................................
Gross p r o f it ......................................................................................................................................
Income before extraordinary lo s s .............................................................................................
Extraordinary loss on redem ption of d e b t...............................................................................
Net in co m e .......................................................................................................................................

$1,017.9
222.3
81.6
_
81.6

Q uarter Ended
June 30 Septem ber 30 Decem ber 31

$997.7
237.5
60.4
_
60.4

$879.7
215.7
19.6
_
19.6

$920.3
238.4
64.9
( 13.5)
51.4

Net incom e per com m on share:
Income before extraordinary lo s s ......................................................................................
0.46
0.34
0.11
0.38
Extraordinary lo s s .................................................................................................................. ................. _______________________________________ (0.08)
Net in co m e .......................................................................................................................................
Average shares o u ts ta n d in g .................................................................................

0.46

0.34

0.11

0.30

174,122,080

173,841,171

174,068,161

174,297,782

Information Required by SEC Regulations
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1995—
Sales........................................................ ................................................... $1,018.2
Gross profit.............................................. ...................................................
229.2
Income before extraordinary loss....................................................................
93.2
—
Extraordinary loss on redemption of debt..........................................................
Net income...................................................................................................
93.2
Net income per common share:
Income before extraordinary loss............ ........................................ .........
Extraordinary loss................................ ...................................................
Net income...................................................................................................

0.53
—
0.53

$1,094.8
234.7
67.0
—
67.0

$962.8
216.6
64.7
64.7

$972.3
208.7
51.9
(2.9)
49.0

0.38
—
0.38

0.36
—
0.36

0.30
(0.02)
0.28

Average shares outstanding......................... ................................................. 1.77,406,678 177,041,325
Net income for 1996 included after-tax gains of $24.8
million on sale of the Teledyne defense vehicle business
in the first quarter, and $12.8 million on the sale of sur
plus California real estate in the fourth quarter.
Net income for 1996 was adversely affected by after
tax merger and restructuring charges of $5.2 million in
the second quarter, $26.3 million in the third quarter and
$11.4 million in the fourth quarter. In addition, the 1996
fourth quarter included an after-tax charge of $4.7 million
for settlement of legal cases involving U.S. Government
contracting issues related to divested operations of
Teledyne.
For the 1995 first quarter, net income included an
after-tax gain of $30.3 million on the sale of Teledyne’s
defense electronics system business.
The Company paid a cash dividend of $0.16 per share
on its common stock in the 1996 fourth quarter.
Allegheny Ludlum paid cash dividends in 1996 of
$0.13 per share in each of the first and second quarters,
and $0.16 per share in the third quarter. In 1995, Allegh
eny Ludlum paid cash dividends of $0.12 per share in
each of the first three quarters and $0.13 per share in
the fourth quarter.
Teledyne paid cash dividends in 1996 of $0.12 per
equivalent common share in the first quarter and $0.16
per equivalent common share in each of the second and
third quarters. In addition, a dividend of $0.08 per
equivalent share in face amount of Teledyne’s Series E
Cumulative Preferred Stock was paid in the 1996 first
quarter. For each quarter of 1995, Teledyne paid divi
dends consisting of $0.052 per equivalent share in cash
and $0.08 per equivalent share in face amount of
Teledyne’s Series E Cumulative Preferred Stock.

—

176,186,299 174,868,670

Section 1: G eneral
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CHAMPION INTERNATIONAL CORPORATION (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 15. Quarterly Results of Operations (Unaudited)
M arch 31

(in m illio n s of dollars, except per share am ounts)
Net Sales:
1996 . .
1995 . .
Gross Profit:
1996 . .
1995 . .
(a)
Income Taxes (Benefit):
1996
1995
Net Income:
1996
1995
(c)
Prim ary Earnings Per Com m on Share:
1996
1995
(c)
Fully Diluted Earnings Per Com m on Share:
1996
1995

.

June 30 Septem ber 30 December 31

$1,533.2
1,634.0

$1,444.6
1,756.4

$1,470.5
1,840.7

$1,432.1
1,740.9

272.7
357.1

158.1
445.4

187.5
543.1

127.7
470.0

48.3
89.2

116.4

13.5
148.1

111.0

83.6
131.2

15.6
187.5

32.0
235.6

217.5

.88

.16
1.93

.33
2.47

2.26

.16
1.79

.33
2.44

2.26

1.33

.88
1.26

6.8

(4.9)

10.1
.11
.11

(a) The income tax benefit fo r the three m onths ended December 3 1 , 1996 included a benefit of $2 m illio n fo r certain one-tim e adjustm ents to
foreign income taxes.
(b) Other (incom e) expense - net fo r three m onths ended December 3 1 , 1996 included income of $14 m illion fro m an asset sale and an insur
ance refund, and charges of $9 m illion prim arily fo r the w ritedow n of certain paper and wood products assets. Other (incom e) expense—
net fo r the three-m onth periods ended March 31 and June 3 0 , 1995 included gains of $50 m illion and $39 m illion, respectively, from the
sales of certain operations in Canada and charges of $36 m illion and $32 m illion, respectively, prim arily fo r the w ritedow n of certain U.S.
paper and wood products assets.
(c) Earnings per share was calculated fo r each three-m onth and tw elve-m onth period on a stand-alone basis. On June 2 2 , 1995, the com pany
purchased all 7,894,737 shares of com m on stock that were issued on that date upon conversion of the $92.50 Preference Stock. On
June 2 7 , 1995, the com pany called all $149,893,000 of its 6 1/2% Convertible Subordinated Debentures due April 15, 2011 fo r redemption
on August 8 , 1995. Virtually all of the Debentures were converted into an aggregate of 4,309,070 shares of com m on stock during the third
quarter of 1995. The com pany purchased an additional 3,186,000 shares of com m on stock at various tim es during 1995. As a result of all
of these transactions, the sum of the earnings per share fo r the fo u r quarters of 1995 does not equal the earnings per share fo r the twelve
m onths ended December 3 1 , 1995.

Information Required by SEC Regulations
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MASCO CORPORATION (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Interim Financial Information (Unaudited)

(In Thousands Except Per Share A m ou nts)
—

—

Q uarters Ended
December 31 Septem ber 30
June 30

M arch 31

—

Net s a le s.............................................................................................................................................. $843,000
Gross p r o f i t ........................................................................................................................................
293,830
Net income;
In c o m e .......................................................................................................................................
Income per sh a re .....................................................................................................................

83,400
.52

1995;
Net sa le s.............................................................................................................................................. $754,000
Gross p r o f i t ........................................................................................................................................
256,950
Income fro m continu ing operations;
In c o m e .......................................................................................................................................
10,650
Income per sha re.....................................................................................................................
.06
Net incom e (loss);
Income (lo s s ).............................................................................................................................. (646,580)
Incom e (loss) per s h a r e ....... ...........................................................................................
(4.06)

The fourth quarter of 1996 includes a $67.8 million net
pre-tax gain from the sale of certain MascoTech, Inc. in
vestments ($40.7 million after-tax or $.25 per share).
This gain was principally offset by fourth quarter charges
aggregating $49.1 million pre-tax ($37.5 million after-tax
or $.23 per share) primarily for adjustments of miscella
neous assets to their estimated fair value.
Fourth quarter 1995 net loss and loss per share reflect
the Company’s $650 million non-cash pre-tax and after
tax charge for the disposition of its home furnishings
products segment.
Quarterly net sales and gross profit amounts exclude
net sales and gross profit of the Company’s home fur
nishings products segment, which the Company classi
fied as discontinued operations during the fourth quarter
of 1995. Net sales and gross profit of the Company’s
home furnishings products segment for the 1995 quar
ters ended March 31, June 30, September 30 and De
cember 31 were $505 million and $128.4 million, $494
million and $121.2 million, $497 million and $115.5 mil
lion and $518 million and $123.8 million, respectively.

$843,000
321,000

$787,000
290,430

$764,000
283,670

81,800
.51

68,000
.42

62,000
.39

$738,000
276,670

$714,000
264,880

$721,000
282,170

62,070
.39

57,410
.36

69,920
.44

67,100
.42

63,400
.40

74,400
.47

Section 1: General
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Selected Information For Five Years
ARDEN GROUP, INC. (DEC)
FIVE YEAR SELECTED FINANCIAL DATA
(Dollar Am ounts in Thousands, Except Per Share Data)

1996

1995

1994

1993

1992

Operations For The Year;
Sales
Gross pro fit
Operating income
Other incom e (expense), net
Income tax provision
Income fro m continuing operations,
net of income taxes
Income (loss) fro m discontinued operations,
net of income taxes
Income before extraordinary item
Extraordinary item, net of incom e taxes

$252,019
99,167
5,922
679
(2,662)

$242,962
95,053

8,212
3,560
(4,661)

$246,199
95,021
8,305
(183)
(3,273)

$246,912
94,150
6,411
50
(2,623)

$250,367
93,794
7,783
(573)
(2,936)

3,979

7,111

4,849

3,838

4,274

(456)
3,523

7,111

4,849

2,836
6,674

615
4,889
(406)

Net Income

$3,523

$7,111

$4,849

$6,674

$4,483

Depreciation on continuing operations

$4,642

$3,308

$3,576

$4,110

$4,076

$91,248
23,142
6,663
55,737
12,841

$89,478
28,706
7,695
53,827
10,731

$91,322
36,506
6,465
57,836
6,948

$112,471
51,549
7,654
67,535
6,406

$107,226
20,589
13,161
60,873
2,449

$5.47

$3.18

$2.38
1.76

$2.65
.38

3.16

5.47

3.18

4.14

3.03
(.25)

$3.16

$5.47

$3.18

$4.14

$2.78

1,115,227

1,299,002

1,527,128

1,612,724

1,612,724

Financial Position At Year End:
Total assets
W orking capital
Long-term debt
Stockholders’ equity
Capital expenditures
Per Share Data:
Income fro m continuing operations
Income (loss) from discontinued operations
Income before extraordinary item
Extraordinary item
Net Income
W eighted average shares outstanding

All years are 52 weeks except for 1992 which is 53 weeks.

$3.57
(.41)
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INTERNATIONAL BUSINESS MACHINES
CORPORATION (DEC)
F IV E - Y E A R C O M P A R I S O N O F S E L E C T E D
F IN A N C I A L D A T A
(Dollars in m illions except per share am ounts)
For the year;
Revenue
Earnings (loss) before changes in accounting principles
Per share of com m on stock
Effect of accounting changes*
Per share of com m on stock
Net earnings (loss)
Per share of com m on stock
Cash dividends paid on com m on stock
Per share of com m on stock
Investm ent in plant, rental machines and other property
Return on stockholders’ equity

1996

1995

1994

$75,947
5,429
10.24

$71,940
4,178
7.23

$64,052
3,021
5.02

—

—

—

—

—

—

686

4,178
7.23
572

1.30
5,883
24.8%

1.00

1.00

4,744
18.5%

3,078
14.3%

$81,132
17,407
6,695
22,829
21,628

$80,292
16,579
9,043
21,629
2 2 ,423

$81,091
16,664

5,429
10.24

3,021
5.02
585

1993

1992

$62,716
(7,987)
(14.02)
(114)
(20)
(8,101)
(14.22)
905
1.58
3,232
—

$64,523
(6,865)
(12.03)
1,900
3.33
(4,965)
(8.70)
2 ,765
4.84
4,698
—

$81,113
17,521
6,052
27,342
19,738

$86,705
21,595
2,955
29,320
27,624

At end of year:
Total assets
Net investm ent in plant, rental machines and other property
W orking capital
Total debt
Stockholders’ equity

12,112
22,118
23,413

*1993, postem ploym ent benefits; 1992, income taxes.

STANDARD MOTOR PRODUCTS, INC.
S E L E C T E D F IN A N C IA L D A T A
T h e f o llo w in g s u m m a r y f in a n c ia l in fo r m a tio n h a s b e e n
e x tr a c te d fr o m th e a u d ite d fin a n c ia l s t a t e m e n t s o f th e
C om pany.

(In thousands, except p e r share am ounts)
Net sales
Earnings before cum ulative effect of changes in
accounting principles
Net earnings
Earnings per share before cum ulative effect of
changes in accounting principles
Net earnings per share
W orking capital
Total assets
Long-term debt (excluding current portion)
Stockholders’ equity
Stockholders’ equity per share
Cash dividends per com m on share

Years Ended December 31,
1994
1993

1992

1996

1995

$721,805

$663,485

$640,810

$582,851

$535,553

14,658
14,658

16,132
16,132

23,665
23,665

18,598
17,508

8,878
8,878

1.12
1.12

1.23
1.23
232,173
521,230
148,665
210,400
16.03
.32

1.80
1.80
189,207
469,387
109,927
195,089
14.82
.32

1.41
1.32
188,220
433,354
130,514
178,183
13.47
.32

.68
.68

$211,726
624,806
172,387
223,340
17.01
.32

180,143
384,616
136,111
161,128
12.28
.32
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Management’s Discussion And Analysis of
Financial Condition And Results of
Operations
AULT INCORPORATED (MAY)
MANAGEMENT DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF
OPERATIONS
Results of Operations
Net sales for fiscal 1996 were $33,774,000, up 24.8%
from net sales of $27,054,000 in fiscal 1995 and 87.9%
from sales of $17,975,000 in 1994. The improvement is
due principally to three factors:
• First, the global telecommunications/data-communi
cations market, including local and wide area net
working has been strong, fueled by advances in
technologies and strong domestic and growing for
eign economies. These conditions provided en
hanced opportunities for sale of the Company’s
products to OEMs manufacturing items such as
telephones, modems, point of sale and industrial
measuring equipment.
• Second, the Company’s emphasis on teams with
strong engineering capabilities and design activities
that are driven principally by OEM product applica
tion needs resulted in the development of 15 new
products during fiscal 1996. In addition to increased
sales to existing customers, this enabled the Com
pany to make sales to several new OEM customers
who are major participants in the market served by
the Company. Several new products, including new
generation switching power supplies, with enhanced
features that are important to OEMs are in various
stages of development for fiscal 1997 and future
market introduction.
• Lastly, subcontracting arrangements in China and
other areas of South East Asia, and greater utiliza
tion of the Korean facility enabled the Company to
lower manufacturing costs and, therefore, to better
compete for price sensitive orders and to fulfill the
broader product needs of its OEM customers.
Compared to fiscal 1996, the lower sales in fiscal 1995
were due to somewhat weaker market conditions. The
lower sales in fiscal 1994 were due to The Company’s in
ability to compete where pricing was a predominant is
sue, as well as to soft market conditions, then existing.
The Company’s order backlog at June 2, 1996, was
$16,971,000, up from $10,400,000 at May 28, 1995, and
$9,600,000 at May 29, 1994.
Gross profit for fiscal 1996 amounted to $8,265,000 or
24.5% of net sales, compared to $6,327,000, which was
23.4% of net sales for fiscal 1995, and $3,737,000 equal
ing 20.8% of net sales in fiscal 1994. Increased freight
cost to expedite material deliveries, and greater material
cost, had an adverse impact on gross margin in fiscal
1995. Fiscal 1994 margin was reduced by reserves that
were established for excess inventories and because a
smaller portion of the lower revenue had come from do
mestic manufacturing; the greater portion coming from

foreign manufacturing sources. Products that are manu
factured in the U.S. by the Company generally have had
higher margins compared to those manufactured abroad
when they have competitive advantages in shorter deliv
ery times and value-added features. Fiscal 1996 gross
margin benefited from the greater revenue compared to
the levels of fixed cost incurred by the Company, al
though the proportion of revenue from US manufactured
products had not increased. The Company anticipates
continued modest improvements in gross margin from in
creased revenue, cost controls, and more products de
signed for US manufacturing.
Although products that were manufactured by the Ko
rean subsidiary contributed a very significant portion of
total sales, conversion of the Won to US dollars has had
no significant impact on gross profit because the conver
sion rates have been relatively stable.
Operating expenses for fiscal 1996 totaled $6,699,000,
or 19.8% of net sales, compared to $5,571,000 and
$4,768,000, which equaled 20.6% and 26.5% of net
sales for each year, respectively. The increased expendi
tures in fiscal 1996 were principally due to greater but
proportionate commissions paid on higher sales, and in
creased engineering and administrative costs due re
spectively, to greater agency fees to certify new products
and larger administrative costs associated with foreign
business activities. The Company also paid performance
bonuses equaling two weeks of payroll to all employees
in fiscal 1996, compared to one week in fiscal 1995. It is
anticipated that all of these expenditures will continue in
the future commensurate with levels of business. In fiscal
1994, anticipating declining sales, the Company reduced
the number of its indirect employees and had restruc
tured its remaining workforce to reduce costs.
The Company reported operating income of
$1,566,000 in fiscal 1996 and $757,000 in fiscal 1995,
and an operating loss of $1,031,000 in fiscal 1994.
In fiscal 1996, 1995 and 1994, the Company incurred
interest expense of $742,000, $446,000 and $288,000,
respectively, increasing each year principally because of
greater borrowings to support growth in revenues. Non
operating income of $84,000 in fiscal 1996 and $22,000
in fiscal 1995 came mainly from currency exchange rate
gains related to importation of raw material by the Ko
rean subsidiary.
The Company incurred U.S. income taxes of $25,000
in fiscal 1996, due to application of the Alternative Mini
mum Income Tax. At year end, the Company had
$633,000 in tax credits available to reduce future income
taxes payable, and $616,000 in net operating loss carry
forwards to reduce future taxable income. See Note 4
under NOTES TO CONSOLIDATED FINANCIAL
STATEMENTS. Ault Korea accrued no income taxes in
fiscal 1996 because of loss carryforwards that are cur
rently available and applicable through fiscal 1999.
The Company had net income of $863,000, or $0.40
per share for fiscal 1996, and net income of $333,000 in
fiscal 1995 amounting to $0.16 per share. In fiscal 1994,
the Company had net loss of $1,320,000 or per share
loss of $0.64. Because of the strong order backlog, men
tioned above, it is anticipated that revenue and net profit
for the first quarter of fiscal 1997 will compare very favor
ably with performance achieved in the first quarter of fis
cal 1996. The Company reported revenue of $6,881,000,
and net profit of $62,000 for that quarter. Revenue and
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net profit for all of fiscal 1997 are also anticipated to im
prove, compared to fiscal 1996, if the Company’s strate
gies for continued new product introductions and
competitive pricing through utilization of offshore manu
facturing continue to succeed and if current favorable
market conditions persist.
Liquidity and Capital Resources
The Company’s strategies for customer service and
growth in sales and profits in fiscal 1996 were to utilize
its cash resources to pursue the opportunities that would
be available if the growing favorable market condition
continued. Principal among these resources were its
bank credit facilities and working capital derivable from
operations cash flows. Expenditures for investing activi
ties that were within affordability of these resources were
also seen as a critical element. At the end of fiscal 1996,
the Company had cash of $412,000, up from $319,000
when the year began, mainly through borrowings under
its financing activities to provide the cash used in its op
erating and investing activities. Operating activities used
$1,378,000 of cash which was comprised principally of
cash provided by net income and adjustments, trade
payable and accrued expenses, and also cash used in
inventories and trade receivables. Net income and ad
justments provided $1,378,000 of cash, of which net in
come provided $883,000. Adjustments to net income
provided $419,000 of cash of which depreciation, the
principal item, provided $509,000. Growth in trade re
ceivables mainly from the strong shipments in the fourth
quarter used $2,106,000 of cash. Further use of cash by
trade receivables is anticipated in fiscal 1997 because of
expected growth in revenues. Increases in inventories
used $1,243,000 of cash, principally to maintain certain
levels of finished products close to the operations of ma
jor customers for quick response to flexible require
ments. Provision of this support to customers is a com
petitive factor in securing certain large orders. The
Company is looking at measures that will reduce the lev
els of products that must be stored to meet the needs of
these customers. Trade payables and accrued expenses
provided $658,000 of cash of which trade payable pro
vided $152,000. In spite of the increased revenue in fis
cal 1996, trade payables grew only nominally because of
actions to bring payables of the Korean subsidiary to a
more current basis. Accrued expenses including salaries
and bonuses, income taxes and commissions to sales
representatives provided $506,000 of cash.
Investing activities, which were comprised of pur
chases of equipment and a US patent, used $515,000 of
cash. Expenditure on equipment used $356,000 of cash,
a modest expenditure in view of the levels of revenue for
the fiscal year. Greater levels of expenditures will be re
quired to support anticipated growth in revenues in fiscal
1997. The balance of $159,000 is comprised principally
of the cost of a US patent on power supply technology
acquired by the Company. The patent enables the Com
pany to accelerate its plan to offer products with en
hanced power features.
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Financing activities comprised of borrowings under the
credit facilities, receipts from the exercise of stock
options, and payments on long-term obligations provided
$1,959,000 of cash. Activities on long-term obligations
which were related to mortgage payments and capital
leases used $267,000 of cash. See Note 3 under
NOTES TO CONSOLIDATED FINANCIAL STATE
MENTS. The Company customarily leases certain por
tions of its capital asset requirements, and plans to
utilize this means of financing in the future. Receipts
from the exercise of common stock options amounted to
$177,000. At the end of fiscal 1995, the Company had a
revolving credit facility at its U.S. bank amounting to
$4,500,000. During the second quarter of fiscal 1996, the
Company negotiated a new agreement that increased
the credit facility to $6,000,000 effective October 1,
1995. At June 2, 1996, $400,000 of the credit facility was
being utilized to provide a standby letter of credit to Ko
rea Exchange Bank in Korea. This letter of credit serves
as additional collateral to the beneficiary for credits ex
tended to the Korean subsidiary. No claims have been
presented against it. The balance of $5,600,000 provides
working capital to the US operations at a rate of interest
that is 2.0% above the bank’s base rate, down from
4.0% on the old credit facility. At June 2, 1996, utilization
amounted to $4,350,000, up by $780,000 from
$3,570,000 when the year began. Amounts available for
borrowing totaled $1,250,000. Negotiations currently in
progress are expected to conclude during the first quar
ter of fiscal 1997 with adjustments requested by the
Company including reduction in the rate of interest. In
fiscal 1996, Ault Korea Corporation established a
$1,500,000 line of credit with Korea Exchange Bank for
overdrafts and other purposes. Utilization at June 2,
1996 amounted to $1,268,000.
The effect of currency exchange rate changes on the
translation of the Korean financial statements from Ko
rean won to US dollars resulted in net asset value in
crease of $28,000 for the fiscal year. All of the
Company’s sales contracts and foreign subcontracts are
in US dollars, and, therefore, the Company assumes no
currency exchange risks. Other foreign contracts are not
significant in amounts at this time; therefore, exposure to
currency exchange risks is minimal.
The Company’s working capital increased to
$3,754,000 at June 2, 1997, from $2,942,000 at May 29,
1995. Long-term debt decreased from $1,221,000 to
$935,000 during the same period.
The Company believes that cash flows from antici
pated profit and other operating activities together with
its credit facilities will be adequate to support normal
growth in revenues through fiscal 1997. Current market
conditions and successful strategies of the Company,
however, have presented the opportunities for enhanced
service to customers and expansion in revenues and
profits, for which current resources would be inadequate.
For these reasons, the feasibility of raising the necessary
capital through sale of common shares is being
evaluated.
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COLLINS INDUSTRIES, INC. (OCT)
MANAGEMENT'S DISCUSSION AND ANALYSIS
OF FINANCIAL CONDITION AND RESULTS OF
OPERATION
The following discussion and analysis provides informa
tion which management believes is relevant to an as
sessment and understanding of the Company’s consoli
dated results of operations and financial condition. The
discussion should be read in conjunction with the con
solidated financial statements and notes thereto.
Results of Operations
Fiscal 1996 Compared to Fiscal 1995.
Sales for fiscal 1996 increased 8% to $151.9 million
compared to $140.7 million in fiscal 1995. The sales in
crease for fiscal 1996 was principally due to improved
sales of buses and ambulances. Sales related to school
bus products increased in fiscal 1996, principally due to
higher unit sales to major contractors operating large
school bus fleets. Sales related to ambulance products
increased in fiscal 1996 principally due to improved sales
of units carrying higher sales prices.
At October 31, 1996 the Company’s consolidated
sales backlog was $40.4 million compared to $29.2 mil
lion at October 31, 1995. The Company believes a ma
jority of its consolidated sales backlog will be shipped in
fiscal 1997.
In 1993, the Company was awarded a new contract
with the General Services Administration (GSA). The in
itial term of the contract was one year with three (3) oneyear extension options. The Company is currently In the
fourth year of the contract which was originally estimated
to be approximately $40 million with the exercise of all
extension options.
Cost of sales for fiscal 1996 were 85.4% of sales com
pared to 88.1% of sales in fiscal 1995. The principal rea
sons for this improvement Include: lower material costs
associated with the Company’s consolidation of certain
purchasing operations; improved efficiencies in the op
erations of the bus product lines and change in sales mix
in ambulance products to higher margin units.
Selling, general and administrative expenses for fiscal
1996 were $15.0 million or 9.9% of sales compared to
$13.7 million or 9.7% of sales in fiscal 1995. The overall
dollar increase was principally higher selling expenses
and incentive payments and the impact of an unfavor
able jury verdict of certain litigation.
Interest expense for fiscal 1996 decreased $.5 million
over fiscal 1995. This decrease was principally due to re
duced average borrowings during fiscal 1996. The
Company’s base interest rate with its lead Bank will
decrease in fiscal 1997 by 1/4% (to prime + 1%) due to
the Company meeting certain financial thresholds at
October 31, 1996.
There was no provision for income taxes in fiscal 1996
due to the Company’s utilization of its net operating loss
carryforwards from prior years. As described in Note 4 to
the consolidated financial statements, the Company has
available net operating loss carryforwards of approxi
mately $1.9 million for tax purposes to offset future tax
able income. Additionally, the Company has general tax
and alternative minimum tax credit carryforwards of ap

proximately $.5 million available to offset future income
taxes.
The Company’s income before extraordinary items in
fiscal 1996 was $5.0 million ($.66 per share) compared
to $.1 million ($.01 per share) in fiscal 1995. Income be
fore extraordinary items increased in fiscal 1996 princi
pally as a result of improved sales of ambulance and bus
products, lower material costs gained through the con
solidation of certain purchasing operations and lower in
terest costs associated with an overall reduction of
interest-bearing debt.
In fiscal 1995, the Company incurred extraordinary net
charges of $.4 million associated with the early retire
ment of certain debt. No extraordinary expenses were in
curred in fiscal 1996.
Fiscal 1995 Compared to Fiscal 1994.
Sales for fiscal 1995 decreased $3.0 million (2.1%) to
$140.7 million. Sales within the Specialty Vehicle product
lines were mixed. Chassis sales decreased $3.1 million,
principally due to impact of lower unit sales in commer
cial and school bus products. Sales of school bus prod
ucts declined in fiscal 1995, principally due to lower unit
sales to major contractors operating large school bus
fleets. The unit sales of commercial bus products also
declined, primarily due to lower sales of single, rearwheel buses. The sales declines in the commercial and
school bus products were partially offset by an overall in
crease of 14% in the Company’s ambulance product
lines. The overall increase in ambulance sales principally
resulted from a 10% increase in the volume of ambu
lances sold in fiscal 1995 compared to fiscal 1994. The
unit sales decline in terminal truck products was partially
offset by selling price increases and increased sales of
spare parts. Cost of sales and selling, general and ad
ministrative expenses for both 1995 and 1994 were ap
proximately the same. Cost of sales were 88.1% of sales
in both fiscal 1995 and 1994 and selling general and ad
ministrative expenses in fiscal 1995 were 9.7% of sales
compared to 9.5% of sales in fiscal 1994.
Research and development expenses increased to
$.3 million in fiscal 1995 compared to $.1 million in fiscal
1994. The principal reason for this increase related to the
development of new ambulance products and the devel
opment costs associated with a new commercial bus.
In fiscal 1994, the Company incurred $1.0 million in
special, non-recurring expenses related to charges in
curred for restatement of the 1992 financial statements.
Interest expense of $2.8 million decreased for fiscal
1995 by $.6 million from fiscal 1994. This decrease was
primarily due to reduced average borrowings during fis
cal 1995.
Income before extraordinary items in fiscal 1995 was
$.1 million ($.01 per share) compared to a loss of $1.0
million ($.14 per share) in fiscal 1994. The income before
extraordinary items in fiscal 1995 increased due to three
principal factors: (1) improved sales and income from
ambulance product lines, (2) lower interest costs and (3)
elimination of the special charges incurred in 1994.
These income improvements were principally offset by
losses sustained in the commercial and school bus prod
uct lines in fiscal 1995.
In fiscal 1995, the Company incurred net extraordinary
items of $420,444 associated with its new credit facility
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with NationsBank of Georgia N.A. and the retirement of
certain debentures.
Liquidity and Capital Resources
Historically, the Company has principally relied on inter
nally generated funds, supplier financing and bank bor
rowings to finance its operations and capital expendi
tures. The Company’s working capital requirements vary
from period to period depending on the production vol
ume, the timing of vehicle deliveries and the payment
terms offered to its customers.
Cash provided by operations was $5.8 million in fiscal
1996 compared to $5.3 million in fiscal 1995. Primary
sources of the 1996 cash provided by operations related
to the Company’s improved profit levels. The sources of
cash from operations were partially offset by increases in
receivables and a reduction in accounts payable.
Cash provided by operations was $5.3 million in fiscal
1995 compared to $5.2 million in fiscal 1994. Primary
sources of the 1995 cash provided by operations related
to the profitable operations of the ambulance and termi
nal truck product lines and to reductions in receivables,
inventories and prepaid expenses.
Cash provided by operations was $5.2 million in fiscal
1994. The primary sources of the 1994 cash provided by
operations was the profitable operations was the profit
able operations of the ambulance, terminal truck and
small school bus product lines; reductions in receivables
and increases in accounts payable to suppliers. In 1994
these sources were used to reduce accrued expenses.
Cash used in investing activities was $.3 million in fis
cal 1996 compared to $.2 million in fiscal 1995. In fiscal
1996, the principal use of cash for investing activities
was for the acquisition of property and equipment ($.8
million) and certain other assets ($.2 million). In fiscal
1996, these uses of cash were partially offset by the pro
ceeds from the sale of certain property ($.7 million). In
fiscal 1995, the principal use of cash for investing activi
ties was for the acquisition of property and equipment
($.6 million) and certain other assets ($.3 million). In fis
cal 1995 these uses of cash were partially offset by the
proceeds from the sale of vacant land ($.6 million). In fis
cal 1994, the cash used in investing activities was for the
acquisition of property and equipment.
Cash used in financing activities was $6.0 million in fis
cal 1996 compared to $8.0 million in fiscal 1995. In fiscal
1996, the Company reduced its long-term borrowings
$6.0 million compared to a net reduction of $3.7 million
in fiscal 1995. As described in Note 2 to the consolidated
financial statements, the Company obtained a $33.05
million credit facility from NationsBank in fiscal 1995. The
proceeds of that financing were used to repay the Com
pany’s chassis floor plan notes (short-term) and to pay
off Guaranteed Senior Notes of $17.5 million. The Com
pany reduced its short-term borrowings by $4.3 million in
fiscal 1995 and by $3.6 million in fiscal 1994. The Com
pany reduced its long-term borrowings by $1.6 million in
fiscal 1994.
The Company believes that its cash flows from opera
tions and its credit facility with NationsBank will be suffi
cient to satisfy its future working capital and capital
expenditure requirements.
At October 31, 1996 there were no significant or un
usual contractual commitments or capital expenditure
commitments.
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Impact of Inflation and Foreign Currency Exchange
Fluctuations
The results of the Company’s operations for the peri
ods discussed have not been significantly affected by in
flation or foreign currency fluctuations. Facility costs
result primarily from interest and principal and are not af
fected by inflation. Further, although the Company often
sells products on a fixed quote basis, the average time
between the receipt of an order and delivery is generally
a few months. Therefore, the Company generally is not
adversely affected by increases in the cost of raw materi
als and components. This could change in situations in
which the Company is producing against a substantial
backlog and may not be able to pass on higher costs to
customers. In addition, interest on the Company’s debt is
tied to the prime rate and therefore may increase with in
flation.
Collins makes substantially all sales to foreign custom
ers in U.S. dollars. Thus, notwithstanding fluctuation of
foreign currency exchange rates, the Company’s profit
margin for any purchase order is not subject to change
due to exchange rate fluctuations after the time the order
is placed.
ELCOR CORPORATION (JUN)
MANAGEMENT'S DISCUSSION AND ANALYSIS
OF THE RESULTS OF OPERATIONS AND
FINANCIAL CONDITION
Results of Operations
Fiscal 1996 Compared to Fiscal 1995.
During the fiscal year ended June 30, 1996, sales in
creased 24% and net income increased to $10,284,000
from the $9,558,000 achieved in the prior fiscal year.
The significant increase in sales is primarily attributable
to increased shipments in the Roofing Products Group.
Net income was 8% higher in fiscal 1996 as compared to
the prior fiscal year despite an operating loss at the new
Shatter, California roofing plant, which achieved its per
formance test level of operations effective March 1,
1996, and a $1,595,000 pretax provision for the adoption
of Statement of Financial Accounting Standards No. 121,
“Accounting for the Impairment of Long-Lived Assets and
for Long-Lived Assets to be Disposed O f and the reduc
tion in value of certain other assets during the year.
Sales for the Roofing Products Group increased 28%
in fiscal 1996 compared to fiscal 1995, primarily as a re
sult of a 23% increase in shipments of premium lami
nated fiberglass asphalt shingles in fiscal 1996. Sales
from the new plant at Shafter, California accounted for a
significant part of the increased shipments. Average sell
ing prices were slightly higher nationally in the current
fiscal year and transportation costs in the Western
States were lower due to shipments originating from the
Shafter plant. Operating profit in fiscal 1996 was
$22,124,000 compared to $18,015,000 in the prior fiscal
year despite incurring a significant operating loss in fiscal
1996 at the Shafter facility in its start-up year. Asphalt
and glass fiber raw material costs were higher in fiscal
1996 than in fiscal 1995. However, the Company was
able to implement price increases to offset these higher
raw material costs.
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Demand is expected to remain good in the Company’s
major market areas in fiscal 1997. However, earnings
are expected to be affected by operating losses at the
new Shafter facility until the plant’s operating level and
product mix reach its break-even point. The Company’s
new plant at its Ennis, Texas facility to manufacture nonwoven fiberglass roofing mat and industrial facer prod
ucts for the construction industry is expected to become
operational in the first quarter of fiscal 1997 but is not ex
pected to have a significant effect on profitability in fiscal
1997.
Revenues for the Industrial Products Group decreased
10% in fiscal 1996 to $17,930,000 from $19,960,000 in
the prior fiscal year as a result of Chromium Corpora
tion’s customers reducing orders during fiscal 1996 due
to model changes and inventory adjustments. Shipments
of hard chrome plated diesel engine cylinder liners and
remanufactured pistons for the railroad, marine and sta
tionary power industries were significantly reduced in fis
cal 1996 compared to the prior fiscal year. Revenues
relating to conductive coatings of plastic enclosures for
electronic equipment did not significantly change in fiscal
1996 compared to fiscal 1995. The Industrial Products
Group reported a $302,000 operating loss in fiscal 1996
compared to a $2,099,000 operating profit in fiscal 1995
as a result of the reduction in revenues, lower operating
income from engineering consulting services and licens
ing of patents in the cryogenic processing of natural gas
and refinery gas streams by Ortloff Engineers, Ltd., and
$1,037,000 in charges relating to the reduction in value
of assets at Chromium’s Cleveland plant upon adoption
of Statement of Financial Accounting Standards No. 121
in the fourth quarter of fiscal 1996.
The Company’s overall gross margin on sales was
23% in fiscal 1996 compared to 27% in fiscal 1995. The
reduction in the gross margin percentage is primarily at
tributable to significantly higher sales with operating
losses at the new Shafter facility. Selling, general and
administrative (SG&A) costs as a percentage of sales
were 15% for fiscal 1996 compared to 17% in fiscal
1995. During fiscal 1995, the Company established a
larger sales organization to better serve growing market
areas. This larger organization has been able to service
a significant increase in sales orders without a propor
tionate increase in overall selling costs.
Fiscal 1995 Compared to Fiscal 1994.
During the fiscal year ended June 30, 1995, income from
continuing operations decreased to $9,558,000 from the
$15,571,000 achieved in the prior fiscal year despite a
1% increase in sales in fiscal 1995. Increased sales and
a significant turnaround in operating results in the Indus
trial Products Group were offset by slightly lower sales
and lower operating income for the Roofing Products
Group. Fiscal year 1994 included a $1,494,000 loss re
lating to its discontinued solid waste baler manufacturing
subsidiary and a $668,000 gain from adopting Statement
of Financial Accounting Standards No. 109, “Accounting
for Income Taxes.”
Sales for the Roofing Products Group were slightly
lower in fiscal 1995 than for fiscal 1994 despite a 6% in
crease in shipments of premium laminated fiberglass as
phalt shingles in fiscal 1995. Average net selling prices
were 5% lower in fiscal 1995. Operating profit in fiscal
1995 was $18,015,000 compared to $31,415,000 in the

prior year. Late in the first quarter of fiscal 1995, the
Company introduced enhanced versions of its patented
High Definition® Prestique® Plus and Prestique® I product
lines and Raised Profile™ Prestique® II premium lami
nated fiberglass asphalt shingles. The higher cost of in
troducing these new products, together with pricing
adjustments, higher transportation costs and lower pro
duction to reduce inventory levels during the seasonally
slower winter months significantly reduced operating re
sults during fiscal 1995 as compared to the prior year.
Revenues for the Industrial Products Group increased
16% in fiscal year 1995 to $19,960,000 from
$17,198,000 in the prior fiscal year. Increased sales vol
ume was achieved for many of Chromium Corporation’s
product lines, including hard chrome plated diesel engine
cylinder liners and remanufactured pistons for the rail
road, marine and stationary power industries and con
ductive coatings of plastic enclosures for electronic
equipment. An operating profit of $2,099,000 was
achieved by the Industrial Products Group in fiscal 1995
compared to a $2,804,000 operating loss in the prior
year as a result of higher sales volumes and reduced op
erating costs at Chromium. Costs of $1,706,000 incurred
in connection with a closed Chromium plant were in
cluded in the fiscal year 1994 operating loss. Operating
income from consulting and licensing of patents in the
cryogenic processing of natural gas and refinery gas
streams by Orloff Engineers, Ltd. was lower in fiscal
1995 than in the prior year.
Selling, general and administrative expenses in
creased 9% during fiscal 1995 as compared to the prior
year, primarily as a result of increased selling and mar
keting expenses in the Roofing Products Group due to
increased promotional activities and establishing a larger
sales organization to better serve growing markets. As a
percentage of sales SG&A costs were 17% in fiscal 1995
compared to 16% in fiscal 1994.
Liquidity and Capital Resources
The Company generated cash flows from operating ac
tivities of $3,639,000, despite a $17,058,000 increase in
working capital in fiscal 1996. The significant increase in
working capital was primarily the result of higher
accounts receivable and inventories, partially offset
by higher current liabilities. Receivables increased
$9,572,000 during the year primarily as a result of higher
sales generated during fiscal 1996, together with in
creased deferred payment term receivables. At June 30,
1996, deferred payment term receivables from promo
tional programs to certain customers were $6,861,000
compared to $884,000 in receivables from these pro
grams at June 30, 1995. These deferred receivables are
primarily due during the first quarter of fiscal 1997. Inven
tories increased $15,047,000 during fiscal 1996. The ma
jority of this increase related to finished goods invento
ries which were substantially increased as a result of
inventory stocking requirements at the new roofing plant
in Shaffer, California and building inventories in anticipa
tion of increased demand during the summer and
early fall.
The current ratio at June 30, 1996 was 2.7 to 1 com
pared to 2.5 to 1 at June 30, 1995. Historically, working
capital requirements and associated borrowings fluctuate
during the year because of seasonality in some market
areas. Generally, working capital requirements and bor
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rowings are higher in the spring and summer months,
and lower in the fall and winter months.
The Company used $40,757,000 for investing activi
ties in fiscal 1996. The majority of these expenditures
were for capital expenditures and related deferred preop
erating costs incurred in connection with the completion
of a new roofing plant in Shafter, California and construc
tion of a new plant at the Company’s Ennis, Texas facil
ity to manufacture nonwoven fiberglass roofing mat and
industrial facer products for the construction industry.
These new plants should provide the potential to signifi
cantly increase the Company’s sales, earnings and cash
flows when operating at expected levels in the years
ahead. The Company is nearing the end of its three-year
major new facilities expansion program. Capital expendi
tures are expected to be substantially less in fiscal 1997,
with planned expenditures in the range of $10,000,000 to
$12,000,000.
Cash flows provided by financing activities were
$32,898,000 in fiscal 1996, primarily resulting from a
$34,600,000 increase in long-term borrowings to finance
the expansion program and higher working capital re
quirements. Despite the significant increase in fiscal
1996, long-term debt represented only 34% of the
$155,198,000 of invested capital (long-term debt plus
shareholders’ equity) at June 30, 1996. In December
1995, the Company increased its unsecured revolving
line of credit from $50,000,000 to $70,000,000 and ex
tended the term to October 31, 1998. As of June 30,
1996, $14,982,000 was available under this facility.
The Company’s Board of Directors has authorized the
purchase of up to $10,000,000 of the Company’s com
mon shares from time to time on the open market to be
used for general corporate purposes. As of June 30,
1996, 94,800 shares with cumulative cost of $1,440,000
had been repurchased under this program. In September
1995, the Board of Directors reinstated the Company’s
regular quarterly cash dividend at six cents per common
share.
The Company’s operations are subject to extensive
federal, state and local laws and regulations relating to
environmental matters. Although the Company does not
believe it will be required to expend amounts which will
have a material adverse affect on the Company’s con
solidated financial position or results of operations by
reason of environmental laws and regulations, such laws
and regulations are frequently changed and could result
in significantly increased cost of compliance.
Further, certain of the Company’s industrial products
operations utilize hazardous materials in their production
process. As a result, the Company incurs costs for reme
diation activities off-site and at its facilities from time to
time. The Company established and maintains reserves
for remediation activities, when appropriate, in accord
ance with Statement of Financial Accounting Standards
No. 5, “Accounting for Contingencies.” Current reserves
established for known or probable remediation activities
are not material to the Company’s financial position or
results of operation.
Management believes that current cash and cash
equivalents, cash flows from operations and its unse
cured revolving credit facility should be sufficient during
fiscal 1997 and beyond to fund its planned capital expen
ditures, working capital needs, dividends, stock repur
chases and other cash requirements. Management also
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believes its revolving credit facility could be amended to
provide additional cash resources.
Outlook
At the present time, management expects that strong de
mand for its patented Enhanced High Definition and
Raised Profile shingles will increase shipments and sales
to record levels in the first quarter of fiscal 1997, a trend
that should also result in substantially higher sales for
fiscal year 1997 as well. Management currently expects
fiscal 1997 earnings per share to range between $1.30
to $1.50 per share compared to $1.16 per share in fiscal
1996. The earlier quarters are expected to be challeng
ing, and management believes earnings will be in the
general range of, or possibly lower than, comparable
quarters in fiscal 1996, until the Company completes cer
tain modifications at the Shafter plant and new plants get
manufacturing output, product mix and sales above the
break-even point. Longer term, management believes it
has made the investments to expand capacity that
should enable the Company to achieve strong growth in
sales, earnings, and cash flows in the years ahead.
Forward-Looking Statements
Management’s discussion and analysis of the results of
operations and financial conditions and other sections of
this annual report contain “forward-looking statements”
about its prospects for the future. Such statements are
subject to certain risks and uncertainties which could
cause actual results to differ materially from those pro
jected. Such risks and uncertainties include, but are not
limited to the following:
1.

The Company’s roofing products business is cy
clical and is affected by weather and some of
the same economic factors that affect the hous
ing and home improvement industries generally,
including interest rates, the availability of financ
ing and general economic conditions. In addi
tion, the asphalt roofing products manufacturing
business is highly competitive. Actions of com
petitors, including changes in pricing, or slowing
demand for asphalt roofing products due to gen
eral or industry economic conditions or the
amount of inclement weather could result in de
creased demand for the Company’s products,
lower prices received or reduced utilization of
plant facilities.

2.

In the asphalt roofing products business, the sig
nificant raw materials are ceramic coated gran
ules, asphalt, glass fibers, resins and mineral
filler. Increased costs of raw materials can result
in reduced margins, as can higher trucking and
rail costs. Historically, the Company has been
able to pass some of the higher raw material
and transportation costs through to the cus
tomer. Should the Company be unable to re
cover higher raw material and transportation
costs from price increases of its products, oper
ating results could be lower than projected.

3.

The Company is nearing completion of a $100
million expansion program which included a new
roofing plant in Shafter, California and the con
struction of a new plant at the Company’s Ennis,
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Note: Certain items have been rounded to cause the columns to add
to 100%.

Texas facility to manufacture nonwoven fiber
glass roofing mat and industrial facer products
for the construction industry. As new facilities,
their progress in achieving anticipated operating
efficiencies and financial results is difficult to
predict. If such progress is slower than antici
pated or if demand for products produced at
either of these new plants does not meet current
expectations, operating results could be ad
versely affected.
4.

Certain facilities of the Company’s industrial
products subsidiaries must utilize hazardous
materials in their production process. As a re
sult, the Company could incur costs for remedia
tion activities at its facilities or off-site, and other
related exposures from time to time in excess of
established reserves for such activities.

5.

The Company’s litigation, including its patent in
fringement suits against GAF, is subject to in
herent and case-specific uncertainty. The out
come of such litigation depends on numerous
interrelated factors, many of which cannot be
predicted.

Parties are cautioned not to rely on any such forwardlooking beliefs or judgments in making investment deci
sions.
TULTEX CORPORATION (DEC)
MANAGEMENT’S DISCUSSION AND ANALYSIS
OF FINANCIAL CONDITION AND RESULTS OF
OPERATIONS
Results of Operations
The following table presents the company’s consolidated
statement of operations as a percentage of net sales:
Dec 28,1996 Dec 30,1995 Dec 31,1994
(52 weeks) (52 weeks) (52 weeks)
100.0%

100.0%

100.0%

Cost of products sold
Depreciation
Selling, general and
administrative
Gain on sale of facilities
Interest

73.8
3.4

73.8
4.0

74.2
4.2

15.2

16.9

—

—

3.4

3.8

16.5
(.7)
3.2

Total costs and expenses

95.8

98.5

97.4

4.2
1.6

1.5
.6

2.6
1.0

2.6

.9

1.6

—

(.6)
.3%

—

Net sales and other income

Income before income taxes and
extraordinary loss on early
extinguishment of debt
Provision for income taxes
Income before extraordinary loss
on early extinguishment of debt
Extraordinary loss on early
extinguishment of debt
(net of income taxes of $2,296)
Net income

2.6%

1.6%

Fiscal Year 1996 Compared to Fiscal Year 1995.
Net Sales and Other Income of $636.3 million for the
year ended December 28, 1996 represents an increase
of $51.1 million, or 8.7%, over the prior year. This in
crease was primarily the result of increased sales vol
umes, and was further supported by a shift in sales mix
to premium products. Activewear sales of $408.3 million
in 1996 represent an increase of $20.4 million, or 5.3%,
as compared to 1995. Licensed sales of $228.1 million in
1996 represent an increase of $30.7 million, or 15.5%,
as compared to fiscal 1995. Licensed apparel sales in
1995 were adversely affected by professional sports la
bor issues which were resolved prior to fiscal 1996. Dur
ing 1996, sales of higher margin branded and premium
private label products increased 23.7%, and sales to the
screenprint and distributor channels increased 10.2%.
Sales of jersey products were $112.4 million for fiscal
1996, representing 27.5% of the company’s activewear
sales as compared to 24.0% for fiscal 1995.
Cost of products sold as a percentage of sales was
73.8% for both 1996 and 1995. The increased margins
achieved from the sale of premium products in 1996
were offset by higher raw material costs and the in
creased percentage of jersey product sales which are at
lower margins. The higher raw material costs were due
to raw cotton and polyester prices which peaked in the
first half of 1996. These prices began to decline in the
second half of the year, and the company expects its raw
material prices for 1997 to decline from 1996 levels. As
of February 20, 1997, the company has fixed the price
on approximately 60% of its planned cotton purchases
for fiscal 1997.
Depreciation expense as a percentage of sales was
3.4% for fiscal 1996 and 4.0% for fiscal 1995. The $1.7
million decline in depreciation expense from the 1995
amount of $23.2 million was the result of certain assets
becoming fully depreciated during 1996. This decrease
was partially offset by depreciation expense incurred on
1996 capital additions of $29.0 million.
Selling, general and administrative expenses
(“S,G&A”) decreased $2.7 million in 1996. As a percent
age of sales, S,G&A expenses were 15.2% in 1996 and
16.9% in 1995. The 1995 percentage includes a one
time charge of $5.0 million, or .8% of sales, in deferred
advertising cost which were charged off as required by
the Accounting Standards Executive Committee’s State
ment on Reporting Advertising Costs. This statement first
became effective for the company at the beginning of fis
cal 1995. Excluding the effect of this charge in 1996,
S,G&A expenses reflect higher advertising costs which
were used to support the increase in sales. This increase
in advertising spending was partially offset by a decrease
in the bad debt provision resulting from improved collec
tion experience.
Operating income (income before interest and income
taxes) increased 57.6% during the 1996 fiscal year to
$48.7 million compared to $30.9 million for fiscal 1995.
This increase results from both the higher revenues
achieved and the effects of improved cost controls.
Interest expense as a percentage of sales decreased
from 3.8% in 1995 to 3.4% in 1996. Interest expense de
creased from $22.0 million to $21.7 million in 1996, pri
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marily as a result of lower average rates. The nature of
the company’s primary business requires extensive sea
sonal borrowings to support working capital needs. Dur
ing fiscal 1996, working capital borrowings averaged
$137.5 million at an average rate of 6.9% compared to
$136.4 million and 7.6% respectively for the comparable
period of the prior year.
Provision for Income Taxes is a function of pretax
earnings and the combined effective rate of federal and
state income taxes. This combined rate was 38% in both
1996 and 1995. The provision for income taxes in
creased $6.8 million in 1996 as a result of higher pretax
earnings, representing 1.6% of net sales as compared to
.6% in fiscal 1995.
Fiscal Year 1995 Compared to Fiscal Year 1994.
Net Sales and Other Income of $585.3 million for fiscal
1995 increased $19.9 million, or 3.5%, over the 1994
level of $565.4 million. The 1995 sales growth was due
to increased sales volume in the activewear line, and
was partially offset by decreases in licensed apparel and
headwear sales volume which resulted from professional
sports labor issues. Sales of premium products in
creased in 1995, with Discus Athletic activewear up
29.9% to $75.8 million, and LogoAthletic licensed ap
parel up 42.8% to $92.0 million. Sales of jersey products
were $93.1 million for 1995, representing 24.0% of the
company’s activewear sales as compared to 16.5% for
1994.
Cost of Products Sold as a percentage of sales im
proved in fiscal 1995, decreasing from 74.2% in fiscal
1994 to 73.8%. This reduction resulted primarily from
manufacturing efficiencies realized from increased pro
duction schedules and higher average selling prices.
Costs were reduced in spite of growth in jersey volume,
which typically produces lower margins, and increased
raw material costs. Raw material costs were higher in
1995 than in 1994 as a result of the increased price of
both raw cotton and polyester fiber.
Depreciation expense as a percentage of sales de
creased from 4.2% for 1994 to 4.0% for 1995. Deprecia
tion expense decreased from $24.0 million in 1994 to
$23.2 million in 1995, due to relatively low capital expen
ditures.
Selling, General and Administrative expenses in
creased as a percentage of sales to 16.9% for 1995 from
16.5% for 1994. This increase is primarily due to the
one-time charge of $5.0 million for deferred advertising
costs required to be recognized in 1995. In addition, the
bad debt provision was increased in 1995 in response to
collection difficulties.
Interest expense as a percentage of sales increased
from 3.2% in 1994 to 3.8% in 1995. Interest expense in
creased from $18.2 million in 1994 to $22.0 million in
1995 due to higher interest rates. Average borrowing re
quirements of $136.4 million at an average rate of 7.6%
in 1995 compared with $155.3 million and 5.2% for 1994,
respectively.
Provision for Income Taxes reflects an effective rate
for combined federal and state income of 38% for both
1995 and 1994.
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Financial Condition, Liquidity and Capital Resources.
Net working capital at December 28, 1996 of $275.4 mil
lion is $.6 million higher than the December 30, 1995
amount of $274.8 million. Net accounts receivable in
creased $17.4 million from December 30, 1995 to
December 28, 1996 due to the strong fourth quarter
sales increase.
Inventories traditionally increase throughout the first
half of the year to support second-half shipments. In
1996, inventories peaked on May 25, 1996 at $220.9 mil
lion and then dropped to $162.3 million on December 28,
1996. As of December 28, 1996, inventories had in
creased $4.3 million or 2.7% from December 30, 1995.
This increase was primarily due to additional jersey in
ventories produced to meet anticipated first quarter 1997
demand. The current ratio (ratio of current assets to cur
rent liabilities) at December 28, 1996 was 5.9 compared
to 7.8 for December 30, 1995. The decrease in the ratio
was mainly due to higher current liabilities required to
meet the increase in receivables and inventories.
Total indebtedness at December 28, 1996 consisted
primarily of senior notes totaling $110 million and $113.6
million outstanding under the revolving credit facility. The
company’s average credit facility borrowings during fiscal
1996 were $137.5 million and its peak borrowing was
$175.5 million at September 11, 1996. At December 28,
1996, the company was in compliance with all debt cove
nants.
On March 20, 1996, the company’s Board of Directors
authorized the purchase of up to 750,000 shares of the
company’s common stock. On October 29, 1996, the
company’s Board of Directors authorized the purchase of
an additional 250,000 shares. As of December 28, 1996,
a total of 497,800 shares had been purchased and re
tired. Stockholders’ equity increased $13.9 million during
fiscal 1996 as a result of net income for the period of
$16.7 million and net proceeds from the employee stock
purchase plan of $0.8 million partially offset by repur
chases of common stock totaling $2.5 million and pre
ferred dividends of $1.1 million.
In fiscal 1996, net cash provided by operations was
$31.2 million compared to $6.9 million in fiscal 1995, re
flecting the improved earnings in 1996. Cash used for
capital expenditures increased $11.7 million in fiscal
1996 from $17.3 million to $29.0 million, primarily as a
result of the purchase of the Asheville dyeing facility. The
company has budgeted $21.0 million for capital expendi
tures in fiscal 1997. Cash used by financing activities
was $.6 million for fiscal 1996 compared to cash pro
vided by financing activities of $7.4 million in 1995 as a
result of payments on the revolving credit facility and
stock repurchases. The company excepts that its short
term borrowing needs will be met through cash gener
ated from operations and borrowings under the revolving
credit facility. Debt as a percentage of capitalization was
53.1% at December 28, 1996 compared to 54.6% at
December 30, 1995.
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Prospective Information Excerpts
DEERE & COMPANY (OCT)
Market Conditions and Outlook
Worldwide demand for John Deere agricultural equip
ment remains very strong. Favorable weather conditions
in the major producing areas in North America, combined
with the removal of all annual acreage reduction pro
grams in the United States, resulted in significant in
creases in production of wheat, corn and soybeans in
1996. However, despite recent price declines, grain
prices remain at reasonably good overall levels.
Improving worldwide dietary trends and rapid income
growth in most of Asia and Latin America continue to
stimulate strong demand for farm commodities, resulting
in the need for high levels of future plantings. Addition
ally, many United States farmers signed seven-year pro
duction flexibility contracts that establish direct
government payments until the year 2002. The payments
are not dependent on commodity price levels. During
1996, this program permits estimated payments to farm
ers of nearly $9 billion. As a result of these factors and
the United States Department of Agriculture’s projections
for continued relatively tight supplies of grains and oil
seeds during next year, farmers’ confidence has re
mained at high levels, promoting strong North American
demand for agricultural equipment. Additionally, over
seas agricultural equipment sales, which were very
strong during 1996, are also expected to continue to in
crease in 1997 due principally to the impact of sales to
the republics of the former Soviet Union, including coun
tries such as Ukraine and Kazakhstan.
Industrial equipment markets also remained strong in
1996. Housing demand continued at strong levels, re
flecting generally favorable mortgage interest rates, and
demand is expected to remain at approximately the
same levels in 1997. Strong housing demand coupled
with general expectations for moderate economic growth
in the domestic economy should promote continued
strong industrial equipment demand for next year.
Commercial and consumer equipment industry sales
were negatively affected this year by a cold, wet spring
followed by a cool, dry summer, resulting in retail sales
approximately equal to 1995 levels. However, the first
“Sabre by John Deere” products were introduced during
1996, opening a new market segment to the company.
Retail sales volumes in 1997 are currently expected to
increase moderately over 1996 levels, assuming more
normal weather patterns, growth of the Sabre brand and
a continuing strong economy.
The company’s Financial Services operations, which
experienced growth in most markets served in 1996, also
are expected to continue their profitable growth next
year, partially offset by the credit operations’ higher
planned expenditures for key growth initiatives.
In response to these market conditions, the company’s
worldwide physical volume of sales to dealers on a com
parable basis is projected to increase by approximately
five percent in 1997 compared with 1996. First quarter
physical volumes are also projected to be six percent
higher than the comparable levels in the first quarter of
1996.

Overall, the outlook for the company’s business is
positive. The company is continuing to invest in new
growth initiatives throughout the world, which should pro
mote the sale of new as well as existing products in new
markets such as China, the republics of the former So
viet Union and India. The company’s excellent worldwide
dealer organization continues to successfully provide a
strong and critically important linkage to the customers,
assisting the company in meeting their ever increasing
expectations and reinforcing the company’s commitment
to the customers’ satisfaction. The company’s operating
margins have also benefited from its growth and continu
ous improvement initiatives. Based on these factors cou
pled with the continued favorable market outlook for the
company’s business, the company expects another
strong operating performance next year.
Safe Harbor Statement
Safe Harbor Statement under the Private Securities Liti
gation Reform Act of 1995: Statements under the “Mar
ket Conditions and Outlook” heading that relate to future
operating periods are subject to important risks and un
certainties that could cause actual results to differ materi
ally. The company’s businesses include Equipment Op
erations (agricultural, industrial and commercial and
consumer) and Financial Services (credit, insurance and
health care). Forward-looking statements relating to
these businesses involve certain factors that are subject
to change, including: the many interrelated factors that
affect farmers’ confidence, including worldwide demand
for agricultural products, world grain stocks, commodities
prices, weather, animal diseases, crop pests, harvest
yields, real estate values and government farm pro
grams; general economic conditions and housing starts;
legislation, primarily legislation relating to agriculture, the
environment, commerce and government spending on
infrastructure; actions of competitors in the various in
dustries in which the company competes; production dif
ficulties, including capacity and supply constraints;
dealer practices; labor relations; interest and currency
exchange rates; accounting standards; and other risks
and uncertainties. The company’s outlook is based upon
assumptions relating to the factors described in the pre
ceding sentence. The importance of these assumptions
differs from one business segment to another. For exam
ple, general economic conditions and housing starts af
fect retail sales of industrial equipment and commercial
and consumer equipment more than they affect retail
sales of agricultural equipment. With respect to agricul
tural equipment, the legislative reforms in Western
Europe and the United States should increase planting
flexibility and decrease dependency upon support pay
ments, however, no assumption has been made relative
to possible changes in these reforms or as to the longerterm impact. The interest rate environment impacts all
segments of the company’s business by affecting the
company’s own borrowing costs, its lending spreads and
the cost to the company’s customers of company prod
ucts. Further information concerning the company and its
businesses, including factors that potentially could mate
rially affect the company’s financial results, is included in
the company’s filings with the Securities and Exchange
Commission.
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THE DIAL CORPORATION (DEC)
Safe Harbor Act Statement
The Company has made, and may continue to make,
various forward-looking statements with respect to its fi
nancial position, business strategy, projected costs, pro
jected savings, and plans and objectives of manage
ment. Such forward-looking statements are identified by
the use of forward-looking words or phrases such as
“anticipates,” “intends,” “expects,” “plans,” “ believes,”
“estimates,” or words or phrases of similar import. These
forward-looking statements are subject to numerous as
sumptions, risks, and uncertainties, and the statements
looking forward beyond 1997 are subject to greater un
certainty because of the increased likelihood of changes
in underlying factors and assumptions. Actual results
could differ materially from those anticipated by the for
ward-looking statements.
In addition to factors previously disclosed by the Com
pany and factors identified elsewhere herein, the factors
described in the Company’s Form 10 (under the caption
“Risk Factors”) could cause actual results to differ mate
rially from such forward-looking statements. All sub
sequent written and oral forward-looking statements
attributable to the Company, or persons acting on behalf
of the Company, are expressly qualified in their entirety
by reference to such factors.
The Company’s forward-looking statements represent
its judgment only on the dates such statements are
made. By making any forward-looking statements, the
Company assumes no duty to update them to reflect
new, changed, or unanticipated events or circumstances.
THE LUBRIZOL CORPORATION (DEC)
Cautionary Statement For “Safe Harbor'’ Purposes
Under The Private Securities Litigation Reform Act
Of 1995
This report, including Management’s Discussion and
Analysis of Financial Condition and Results of Opera
tions and the letter “To Our Shareholders” from
W.G. Bares, Chairman, President, and Chief Executive
Officer of the company, contains forward-looking state
ments within the meaning of the federal securities laws.
As a general matter, forward-looking statements are
those focused upon future plans, objectives or perform
ance as opposed to historical items and include state
ments of anticipated events or trends and expectations
and beliefs relating to matters not historical in nature.
Such forward-looking statements are subject to uncer
tainties and factors relating to the company’s operations
and business environment, all of which are difficult to
predict and many of which are beyond the control of the
company, that could cause actual results of the company
to differ materially from those matters expressed in or im
plied by such forward-looking statements.
The company believes that the following factors,
among others, could affect its future performance and
cause actual results of the company to differ materially
from those expressed or implied by forward-looking
statements made by or on behalf of the company:
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the overall demand for lubricant additives on a
worldwide basis, which has been slowing in mature
markets such as North America and Europe;
the lubricant additive demand in Asia-Pacific and
Latin America, which has been growing at signifi
cantly higher rates than mature markets, along with
lubricant additive demand in developing regions
such as China and the former Soviet Union, which
geographic areas are an announced focus of the
company’s activities;
technology developments that affect longer-term
trends for lubricant additives, such as: improved en
gine design, fuel economy, longer oil drain intervals
and emission system compatibility;
the company’s success at continuing to develop
proprietary technology to meet or exceed new in
dustry performance standards and individual cus
tomer expectations;
the frequency of change in industry performance
standards, which affects the level and timing of the
company’s technology costs, the product life cycles
and the relative quantity of additives required for
new specifications;
the rate of progress in reducing complexities and
conversion costs and in modifying the company’s
cost structure to maintain and enhance its competi
tiveness;
the success of the company in strengthening rela
tionships with lubricant additive customers, growing
sales at targeted accounts, and expanding geo
graphically;
the extent to which the company is successful in ex
panding beyond its core lubricant additives busi
nesses;
the recoveries, judgments, costs, and future impact
of legal proceedings, including those relating to in
tellectual property litigation with Exxon Corporation
and its affiliates;
the potential impact of consolidation among lubri
cant additive manufacturers;
the relative degree of price pressure for lubricant
additives;
the cost, availability and quality of raw materials, in
cluding petroleum-based products, required for the
manufacture of lubricant additives;
the effects of fluctuations in currency exchange
rates upon the company’s reported results from its
international operations, together with noncurrency
risks of investing in and conducting significant op
erations in foreign countries, including those relating
to political, social, economic, and regulatory fac
tors; and
changes in significant government regulations af
fecting environmental compliance.
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ROHR, INC. (JUL)
Industry Outlook
Demand for new commercial jet aircraft is dependent
upon consumer demand for air travel, the financial condi
tion and earnings of aircraft operators (which is generally
related to the stability of fuel and ticket prices), and the
availability of surplus or “parked” aircraft. In addition, de
mand is dependent on the replacement of older aircraft
which is influenced by the aging of the fleet and the time
required for, and the economics of, compliance with
noise and maintenance regulations. Historically, such de
mands and financial conditions have been related to the
stability and health of the United States and world econo
mies. Since the production of aircraft involves long lead
times, production cycles in the aircraft manufacturing in
dustry typically lag behind changes in the general econ
omy.
Demand for new commercial aircraft has been grow
ing. Since 1993, airline traffic has increased over 6 per
cent per year and analysts expect continued growth to
average approximately 5 percent per year over the next
twenty years. Airlines have improved their utilization of
aircraft which, combined with stable fare structures and
aggressive cost reduction measures, has resulted in sub
stantially improved airline profitability. The number of
surplus or “parked” aircraft continues to decline with 682
surplus aircraft at May 31, 1996, compared to the peak
of 1,103 surplus aircraft in 1994. A significant number of
these surplus aircraft are not expected to return to serv
ice. In addition, noise regulations require the replace
ment or modification of Stage Two aircraft by 2000 in the
United States and shortly thereafter in most other devel
oped countries.
Aircraft operators have responded to the improved
market conditions and their improved profitability by
ordering large quantities of new commercial aircraft.
Orders rose to 679 aircraft in calendar 1995 and 700
through September of 1996, compared to 321 in all of
1994. Deliveries of new aircraft, which lag behind orders,
decreased in calendar 1995 to 443, down from 495 in
1994 and from the industry peak of 830 in 1991. Industry
analysts also predict a potentially large replacement mar
ket for commercial aircraft driven by noise legislation and
the need to replace aging fleets.
Company Outlook
Predicated upon customer scheduled delivery require
ments, the Company expects sales to increase at least
15 percent in fiscal 1997 as compared to fiscal 1996, pri
marily as a result of increased deliveries scheduled in
the latter half of fiscal 1997. Due to the timing and mix of
sales, the Company expects that its operating margins in
the first half of fiscal 1997 will be lower than the operat
ing margin before unusual items in fiscal 1996. Manage
ment continues to work toward improving operating mar
gins and believes that margins for the entire fiscal year
1997 will approximate those achieved in fiscal 1996.
The Company continues to pursue additional business
opportunities with its customers, and at present is at
tempting to obtain work on the new Boeing 747 model
500/600 aircraft. As rates of aircraft deliveries increase,
the Company believes that there will be an opportunity

for the Company to obtain additional work from The
Boeing Company on existing aircraft nacelle programs.
In response to the slowdown in the commercial aero
space industry which began in the early 1990s, and in
preparation for an upturn in the industry, management
has taken aggressive actions over the last several years
to reduce costs, improve quality, increase competitive
ness, improve margins and maximize cash flows. The
Company has improved the ratio of indirect employees to
direct employees, resulting in a significant reduction in
overhead expense. The Company has also incorporated,
and is in the process of incorporating design changes on
certain programs to manufacture products on a more
cost-effective basis. In addition, the Company has imple
mented concurrent product development and com
menced the implementation of a lean manufacturing
initiative to further reduce costs and improve quality. As
a result of these actions and other actions taken over the
last several years, the Company believes it is well posi
tioned to respond to the increasing demand for aircraft
products.
Forward-Looking Information is Subject to Risk
and Uncertainty
This document includes forward-looking statements, as
defined in the Private Securities Litigation Reform Act of
1995, that involve risk and uncertainty. Actual sales in
fiscal year 1997 may be materially less than the sales
projected in the forward-looking statements if the Com
pany’s customers cancel or delay current orders or re
duce the rate at which the Company is building or ex
pects to build products for such customers. Such
cancellations, delays or reductions may occur if there is
a substantial change in the health of the airline industry
or in the general economy, or if a customer were to ex
perience major financial difficulties. Margins may differ
from those projected in the forward-looking statements if
management does not achieve success in improving
margins or if performance, mix of sales, or other events
occur that differ from the estimates used in preparing the
Company’s financial statements.
THE STANDARD PRODUCTS COMPANY (JUN)
Prospective Information
During fiscal 1997, the Company anticipates that pas
senger car and light truck production in North America
will remain flat compared to fiscal 1996. In addition, while
the Company will launch several new programs in 1997,
new volume will not approach the record levels of last
year. With this in mind, fiscal 1997 should show improve
ment over last year’s results. Operations in Brazil will be
a key determinant in the success of next year.
Cautionary Statements for Purposes of “Safe Harbor”
Under the Private Securities Reform Act of 1995
Certain statements in this Annual report, in the Com
pany’s press releases and in oral statements made by or
with the approval of an authorized executive officer of the
Company constitute “forward-looking statements” as that
term is defined under the Private Securities Litigation Re
form Act of 1995. These may include statements project
ing, forecasting or estimating Company performance and
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industry trends. The achievement of the projections, fore
casts or estimates is subject to certain risks and uncer
tainties. Actual results and events may differ materially
from those projected, forecasted or estimated. The appli
cable risks and uncertainties include general economic
and industry conditions that affect all international busi
nesses, as well as matters that are specific to the Com
pany and the markets it serves.
General risks that may impact the achievement of
such forecasts include: compliance with new laws and
regulations, significant raw material price fluctuations,
currency exchange rate fluctuations, limits on repatriation
of funds and political uncertainties. Specific risks to the
Company include: risk of recession in the economies in
which its products are sold, the concentration of a sub
stantial percentage of the Company’s sales with a few
major OEM customers, labor relations at the Company,
its customers and its suppliers; competition in pricing and
new product development from larger companies with
substantial resources; and continued globalization of the
automotive supply base resulting in new competition in
certain locations.

Year 2000 Conversion
AIR PRODUCTS AND CHEMICALS, INC. (SEP)
Year 2000.
The company recognizes the need to ensure its opera
tions will not be adversely Impacted by Year 2000 soft
ware failures. Software failures due to processing errors
potentially arising from calculations using the Year 2000
date are a known risk. The company is addressing this
risk to the availability and integrity of financial systems
and the reliability of operational systems. The company
has established processes for evaluating and managing
the risks and costs associated with this problem. The
computing portfolio was identified and an initial assess
ment has been completed. The cost of achieving Year
2000 compliance is estimated to be approximately $10
million over the cost of normal software upgrades and re
placements and will be incurred through fiscal 1999.
FORD MOTOR COMPANY (DEC)
Year 2000 Date Conversion
The company has established a central office to coordi
nate the identification, evaluation, and implementation of
changes to computer systems and applications neces
sary to achieve a year 2000 date conversion with no ef
fect on customers or disruption to business operations.
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These actions are necessary to ensure that the systems
and applications will recognize and process the year
2000 and beyond. Major areas of potential business im
pact have been identified and are being dimensioned,
and initial conversion efforts are underway. The com
pany also is communicating with suppliers, dealers, fi
nancial institutions and others with which it does busi
ness to coordinate year 2000 conversion. The total cost
of compliance and its effect on the company’s future re
sults of operations is being determined as part of the de
tailed conversion planning.

SEGMENT INFORMATION
Statement of Financial Accounting Standards No. 14 re
quires that financial statements presented in conformity
with generally accepted accounting principles include
specified information relating to a reporting entity’s op
erations in different industries, its foreign operations and
export sales, and its major customers. SFAS No. 14 de
scribes the information to be presented and the formats
for presenting such information. Statement of Financial
Accounting Standards No. 21 amends SFAS No. 14 by
stating that the requirements of SFAS No. 14 do not ap
ply to nonpublic enterprises.
Table 1-3 shows the type of segment information most
frequently presented as an integral part of the financial
statements of the survey companies. Examples of seg
ment information disclosures follow.

TABLE 1-3: SEGMENT INFORMATION
Number of Companies
1996 1995 1994 1993

Industry segments
Revenue................................
Operating income or loss..........
Identifiable assets....................
Depreciation expense...............
Capital expenditures.................
Geographic areas
Revenue................................
Operating income or loss..........
Identifiable assets....................
Depreciation expense...............
Capital expenditures.................
Export sales...............................
Sales to major customers............

312
279
307
311
303

327
297
323
322
319

350
301
343
339
339

354
317
349
349
346

281
208
258
16
17
154
137

272
221
259
23
24
167
166

259
201
250
16
17
160
170

250
198
238
17
20
142
160
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Industry Segments

Note 1:

ARMSTRONG WORLD INDUSTRIES, INC. (DEC)

Restructuring charges in
operating income (millions)

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Nature of Operations
INDUSTRY SEGMENTS
at December 31 (millions)

1996

1995

1994

Net trade sales:
Floor coverings
Building products
Industry products
Ceramic tile

$1,091.8
718.4
346.2
—

$1,053.9
682.2
348.8
240.1

$1,063.5
630.0
312.2
220.3

Total net sales

$2,156.4

$2,325.0

$2,226.0

Operating income (loss): (Note 1)
Floor coverings
$146.9
Building products
95.1
Industry products
40.1
Ceramic tile (Note 2)
9.9
Unallocated corporate expense (36.1)

$145.0
92.2
9.3
(168.4)
(34.0)

$189.6
86.8
41.2
0.8
(23.8)

$255.9

$44.1

$294.6

$53.9
37.0
19.1
4.3
9.4

$47.9
36.8
19.3
13.5
5.6

$49.2
34.5
17.6
13.8
5.6

$123.7

$123.1

$120.7

$117.7
67.7
22.5
12.8

$77.3
49.2
45.0
9.6
6.3

$56.7
31.5
22.6
20.4
3.0

$220.7

$187.4

$134.2

$687.9
541.1
272.8
168.7

$583.2
513.5
301.8
135.8

Total operating income
Depreciation and amortization:
Floor coverings
Building products
Industry products
Ceramic tile
Corporate
Total depreciation and
amortization
Capital additions: (Note 3)
Floor coverings
Building products
Industry products
Ceramic tile
Corporate
Total capital additions
Identifiable assets:
Floor coverings
Building products
Industry products
Ceramic tile
Discontinued business
Corporate
Total assets

—

465.1

615.5

$575.7
478.1
234.8
290.1
182.1
398.2

$2,135.6

$2,149.8

$2,159.0

—

—

1996

1995

$14.5
Floor coverings
8.3
Building products
4.0
Industry products
—
Ceramic tile
Unallocated corporate expense 19.7

$25.0
6.3
31.4
—
9.1

Total restructuring charges in
operating income

$46.5

$71.8

1994
—

—
—
—
—
—

Note 2: 1995 operating income includes a $177.2 million loss due
to the ceramic the business combination. See “Equity Earnings
From Affiliates’’ on page 36.
Note 3 : 1995 capital additions for industry segments include prop
erty, plant and equipment from acquisitions of $15.6 million.
The floor coverings segment includes resilient flooring,
adhesives, installation and maintenance materials and
accessories sold to U.S. commercial and residential seg
ments through wholesalers, retailers and contractors.
The Corporate Retail Accounts division provides market
ing services and sales to home centers, which have be
come an important part of the company’s business. To
improve logistical cost-effectiveness, 14 independent re
gional distribution centers are being established to serv
ice these customers (five of the centers were in place by
the end of 1996). To reduce interchannel conflict, seg
mented resilient flooring products were introduced to al
low exclusive sales in these different markets. Raw ma
terials, especially plasticizers and resins, are a significant
cost of resilient flooring products. The company has no
influence on the worldwide market of these materials and
is subject to cost changes.
The building products segment manufactures both
residential and architectural ceiling systems. Grid prod
ucts, manufactured through the joint venture with
Worthington Industries (WAVE), have become a more
important part of this business worldwide. Earnings from
this joint venture are included in this segment’s operating
income. The major sales activity in this segment is in ar
chitectural ceiling systems for commercial and institu
tional structures which are sold to contractors and resale
distributors worldwide, with European sales having a sig
nificant impact. Ceiling systems for the residential home
segment are sold through wholesalers and retailers,
mainly in the United States. Through a joint venture with
a Chinese partner, production began in late 1996 in
Shanghai to manufacture ceilings and suspension sys
tems for the Pacific area.

Segment Information

The industry products segment makes a variety of spe
cialty products for the building, automotive, textile and
other industries worldwide. The majority of sales in this
segment are flexible pipe insulation used in construction
and in original equipment manufacturing. These sales
are primarily in Europe, with Germany having the largest
concentration due to its regulatory requirements. The
major product costs for insulation are raw materials and
labor. Strong competition exists in insulation since there
are minimal barriers to entry into this market. Gasket ma
terials are sold for new and replacement use in the auto
motive, construction and farm equipment, appliance,
small engine and compressor industries. The automotive
and diesel build rates are the most sensitive market driv
ers for these products. Other products in the industry
products segment are textile mill supplies, including cots
and aprons sold to equipment manufacturers and textile
mills. In 1995, the company announced its intentions to
discuss with potential buyers the possible sale of the tex
tile products operation.
The ceramic tile products segment includes ceramic
tile sold through home centers, company-owned sales
service centers and independent distributors. Ceramic
tile products face significant competition from foreign
suppliers. Starting in 1996, this segment’s results are re
ported as “Equity Earnings from Affiliates” (see page 36)
and are included in operating income.
GEOGRAPHIC AREAS
at December 31 (millions)
Net trade sales:
United States
Europe
Other foreign
Interarea transfers:
United States
Europe
Other foreign
Eliminations
Total net sales

1996

1995

1994

$1,419.2
548.4
188.8

$1,586.4
558.7
179.9

$1,564.0
483.4
178.6

105.0
13.2
30.4
(148.6)

101.1
13.8
32.1
(147.0)

95.0
8.7
26.1
(129.8)

$2,156.4

$2,325.0

$2,226.0

$ 7.7

$235.5

62.6
7.8
(34.0)

75.3
7.6
(23.8)

Operating income:
United States
$202.7
(See Note 2 on page 35)
Europe
79.3
Other foreign
10.0
Unallocated corporate expense (36.1)
Total operating income
Identifiable assets:
United States
Europe
Other foreign
Discontinued business
Corporate
Eliminations
Total assets

$255.9

$44.1

$294.6

$1,180.1
383.7
107.3

$1,044.5
406.7
83.4
615.5
(0.3)

$1,130.1
376.5
72.6
182.1
398.2
(0.5)

$2,149.8

$2,159.0

—

465.1
(0.6)
$2,135.6

—
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United States net trade sales include export sales to
non-affiliated customers of $34.0 million in 1996, $32.1
million in 1995 and $26.1 million in 1994. Also included
in United States net trade sales were ceramic tile opera
tions sales of $240.1 million and $220.3 million in 1995
and 1994, respectively.
“Europe” includes operations located primarily in Eng
land, France, Germany, Italy, the Netherlands, Poland,
Spain and Switzerland. Operations in Australia, Canada,
The People’s Republic of China, Hong Kong, Indonesia,
Japan, Korea, Singapore and Thailand are in “Other for
eign.”
Transfers between geographic areas and commissions
paid to affiliates marketing exported products are ac
counted for by methods that approximate arm’s-length
transactions, after considering the costs incurred by the
selling company and the return on assets employed of
both the selling unit and the purchasing unit. Operating
income of a geographic area includes income accruing
from sales to affiliates.
BAUSCH & LOMB INCORPORATED (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Geographic Region And Business Segment Information
During 1996, the Company realigned its business
segments to reflect its strategic emphasis on eye care
products.
The Company’s operating results are now reported in
four segments: vision care, eyewear, pharmaceuticals
and healthcare. The vision care segment includes con
tact lenses, lens materials and lens care products. The
eyewear segment includes sunglasses, optical thin film
coating services and products and the sports optics busi
ness which was divested in 1995. The pharmaceuticals
segment includes prescription pharmaceuticals and overthe-counter (OTC) medications. The healthcare segment
includes purpose-bred laboratory animals, specific
pathogen-free eggs, skin care products, hearing aids
and the oral care and dental implant businesses which
were divested in 1996.
The majority of the Company’s products are marketed
globally through optical shops, distributors, healthcare
practitioners or retailers. Ophthalmic pharmaceuticals
and OTC medications are marketed primarily in the U.S.
and Europe.
Inter-area sales to affiliates represent products which
are transferred between geographic regions on a basis
intended to reflect the market value of the products as
nearly as possible.
Identifiable assets are those assets used exclusively in
the operations of each business segment or geographic
region, or which are allocated when used jointly. Corpo
rate assets are principally cash and cash equivalents,
short-term investments, other investments and certain
property, plant and equipment.
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The following tables present sales and other financial
information by geographic region and business segment
for the years 1996, 1995 and 1994:
Geographic Region
1996
Sales to unaffiliated customers
Inter-area sales to affiliates
Operating earnings
identifiable assets

U.S.

Europe,
Middle East &
Africa

$976.7
162.4
77.1
1,204.2

$494.8
75.5
74.3
1,090.5

$341.0
19.7
35.8
238.3

$114.3
3.1
3.6
70.4

$1,926.8
260.7
190.81
2,603.4

1995
Sales to unaffiliated customers
Inter-area sales to affiliates
Operating earnings
Identifiable assets

$997.6
151.6
75.8
1,152.6

$471.0
79.7
93.2
1,078.4

$345.3
13.0
43.6
244.1

$119.0
4.2
(2.0)
75.0

$1,932.9
248.5
210.62
2,550.1

1994
Sales to unaffiliated customers
Inter-area sales to affiliates
Operating earnings
Identifiable assets

$1045.3
135.6
(8.5)
1,187.6

$414.2
101.6
91.9
918.9

$303.7
1.6
29.9
269.3

$129.5
4.4
6.5
81.9

$1,892.7
243.2
119.83
2,457.7

AsiaPacific

Canada &
Latin America

Consolidated

1 Includes restructuring charges of $15.1 as follows: U.S., $6.3; Europe, Middle East & Africa, $6.5; Asia-Pacific, $1.9 and Canada & Latin
America, $0.4.
2 Includes restructuring charges of $26.7as follows: U.S., $22.9; Europe, Middle East & Africa, $3.3 and Canada & Latin America, $0.5.
3 Includes goodwill impairment charge of $75.0 in the U.S. related to the oral care business divested in 1996.
The amounts in the table below have been restated to
coincide with the new business segments. Individual
product line results comprising each segment have not
been restated, and the Company has applied consistent
allocation methodologies to determine those results.
Business Segment
1996
Vision care
Eyewear
Pharmaceuticals
Healthcare
Corporate administration
1995
Vision care
Eyewear
Pharmaceuticals
Healthcare
Corporate administration
1994
Vision care
Eyewear
Pharmaceuticals
Healthcare
Corporate administration

Net Sales

Operating
Earnings

Depreciation

Identifiable
Assets

Capital
Expenditures

$ 869.1
525.1
189.0
343.6
—
$1,926.8

$182.1
(5.6)
28.6
34.8
(49.1)
$190.81

$38.2
23.4
8.4
16.9
5.7
$92.6

$ 646.1
461.0
200.5
417.6
878.2
$2,603.4

$ 61.9
28.6
14.2
21.5
4.1
$130.3

$ 813.7
581.4
181.5
356.3
—
$1,932.9

$158.5
43.7
38.5
30.8
(60.9)
$210.62

$34.2
25.7
8.5
17.9
2.9
$89.2

$ 593.2
410.1
196.1
430.1
920.6
$2,550.1

$ 38.7
19.9
12.7
14.4
9.8
$ 95.5

$ 749.5
649.9
142.3
351.0
—
$1,892.7

$140.7
72.6
24.7
(74.4)3
(43.8)
$119.8

$31.3
23.0
7.4
17.8
2.9
$82.4

$ 601.7
471.8
186.0
423.4
774.8
$2,457.7

$ 45.3
20.4
5.3
13.3
0.5
$ 84.8

1Includes restructuring charges of $15.1 as follows: vision care, $8.6; eyewear, $5.0; corporate administration, $1.5.
2Includes restructuring charges of $26.7as follows: vision care, $3.1; eyewear, $15.8; healthcare, $4.8; corporate administration, $3.0.
3Includes goodwill impairment charge of $75.0.
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THE BLACK & DECKER CORPORATION (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 17: Business Segments And Geographic Areas
The Corporation operates in two business segments:
Consumer and Home Improvement Products, including
consumer and professional power tools and accessories,
household products, security hardware, outdoor products
(composed of electric lawn and garden tools and recrea
tional products), plumbing products, and product service;
and Commercial and Industrial Products, including fas
tening and assembly systems and glass container-form
ing and inspection equipment.
Sales, operating income, capital expenditures, and de
preciation set forth in the following table exclude the re
sults to the discontinued PRC segment. Corporate
assets included in corporate and eliminations were
$366.0 million at December 31, 1996, $688.1 million at
December 31, 1995, and $575.4 million at December 31,
1994, and principally consist of cash and cash equiva
lents, other current assets, property, other sundry assets,
and, for 1995 and 1994, net assets of the discontinued
PRC segment. The remainder of corporate and elimina
tions includes certain pension credits and amounts to
eliminate intercompany items, including accounts receiv
able and payable and intercompany profit in inventory.
Business Segments
(Millions of Dollars)
Consumer &
Home Improvement
Products
$4,212.0
273.0

Commercial &
Industrial
Products
$ 702.4
75.7

410.6
5,002.5
177.5
128.6

95.7
1,382.0
17.3
16.0

1995
Sales to unaffiliated customers
Operating income
Operating income excluding goodwill amortization
Identifiable assets
Capital expenditures
Depreciation

$4,075.6
348.5
399.8
4,929.2
184.1
115.9

$ 690.5
74.8
91.9
1,382.8
15.7
15.4

1994
Sales to unaffiliated customers
Operating income
Operating income excluding goodwill amortization
Identifiable assets
Capital expenditures
Depreciation

$3,773.8
293.7
350.6
4,686.2
166.5
101.5

$ 591.4
52.6
68.7
1,390.0
12.4
13.9

1996
Sales to unaffiliated customers
Operating income
Operating income excluding restructuring costs
and goodwill amortization
Identifiable assets
Capital expenditures
Depreciation

Corporate &
Eliminations
8.2

Consolidated
$4,914.4
356.9

8.2
(1,231.0)
1.5
2.8

514.5
5,153.5
196.3
147.4

$

2.8
2.8
(766.7)
3.3
4.6

$4,776.1
426.1
494.5
5,545.3
203.1
135.9

$

5.6
5.6
(811.9)
2.6
4.0

$4,365.2
351.9
424.9
5,264.3
181.5
119.4

$
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Geographic Areas
(Millions of Dollars)
1996
Sales to unaffiliated customers
Sales and transfers between geographic areas
Total sales

United States
$2,726.1
246.6
$2,972.7

Europe
$1,466.8
176.4
$1,643.2

Other
$721.5
256.0
$977.5

Corporate &
Eliminations
$

—
(679.0)
$ (679.0)
8.2
8.2
(1,264.5)

$ 356.9
448.2
5,153.5

$711.3
206.0
$917.3

$ —
(658.8)
$(658.8)

$4,766.1
—
$4,766.1

96.0
2,488.4

$27.1
763.9

$ 2.8
(923.6)

$ 426.1
5,545.3

$2,409.3
234.9
$2,644.2

$1,279.3
147.6
$1,426.9

$676.6
213.7
$890.3

$ —
(596.2)
$(596.2)

$4,365.2
—
$4,365.2

$ 217.0
3,200.0

$ 114.6
2,305.9

$ 14.7
670.8

$ 5.6
(912.4)

$ 351.9
5,264.3

Operating income
Operating income excluding restructuring costs
Identifiable assets

$ 282.3
317.4
3,258.5

$

67.5
117.2
2,375.9

$ (1.1)
5.4
783.6

1995
Sales to unaffiliated customers
Sales and transfers between geographic areas
Total sales

$2,551.2
287.8
$2,839.0

$1,503.6
165.0
$1,668.6

Operating income
Identifiable assets

$ 300.2
3,216.6

$

1994
Sales to unaffiliated customers
Sales and transfers between geographic areas
Total sales
Operating income
Identifiable assets

In 1996, restructuring costs in the amount of $87.7 mil
lion were charged to the Consumer and Home Improve
ment Products segment and $3.6 million were charged to
the Commercial and Industrial Products segment.
In the Geographic Areas table, United States includes
all domestic operations and several intercompany manu
facturing facilities outside the United States that manu
facture products predominantly for sale in the United
States. Other includes subsidiaries located in Canada,
Latin America, Australia, and the Far East.
Transfers between geographic areas are accounted for
at cost plus a reasonable profit. Transfers between busi
ness segments are not significant. Identifiable assets are
those assets identified with the operations in each area
or segment, including goodwill.

Geographic Areas
LAM RESEARCH CORPORATION (JUN)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Company And Industry Information
Lam Research Corporation is a leading supplier of tech
nically complex thin film processing equipment used in
the primary stages of semiconductor manufacturing. The
Company’s product offerings include single wafer plasma

$

Consolidated
$4,914.4
—
$4,914.4

etch systems with a wide range of applications and
chemical vapor deposition (CVD) systems. The Com
pany sells its products primarily to large companies in
volved in the production of semiconductors in the United
States, Europe, Japan and Asia Pacific. Credit evalu
ations are performed on all customers, and the Company
usually does not require collateral on sales.
The semiconductor industry has historically been cycli
cal and has experienced periodic downturns, which have
had a material adverse effect on the semiconductor in
dustry’s demand for semiconductor processing equip
ment, including equipment manufactured and marketed
by the Company. Certain of the components and subas
semblies included in the Company’s products are ob
tained from a single supplier or a limited group of
suppliers. The Company believes that alternative
sources could be obtained and qualified to supply these
products. Nevertheless, a prolonged inability to obtain
certain components could have a severe near term effect
on the Company’s operating results and could result in
damage to customer relationships.
The Company entered into agreements totaling ap
proximately 6 billion yen and 5 billion yen in fiscal 1996
and 1995, respectively, to sell specific Japanese yen-de
nominated receivables subject to recourse. At June 30,
1996 and 1995, $82,104,000 and $37,612,000, of these
receivables respectively, had been sold to the bank, of
which $49,467,000, at June 30, 1996, remained uncol
lected by the bank and subject to recourse provisions.
During fiscal 1996, no individual customer accounted
for greater than 10% of sales. One customer accounted

Segment Information

for 11% and 14% of sales for fiscal 1995 and 1994, re
spectively. Another customer accounted for 10% of sales
for fiscal 1994.
The Company operates in four geographic regions, the
United States, Europe, Japan, and Asia Pacific. The fol
lowing is a summary of local operations by geographic
region at June 30;
(in thousands)

1996

1995

1994

Revenue:
United States
Europe
Japan
Asia Pacific
Elimination

$1,295,003
65,266
150,707
65,331
(299,423)

$820,418
38,604
52,923
38,162
(139,550)

$491,909
23,776
5,705
13,522
(41,217)

Total

$1,276,884

$810,557

$493,695

ble connectors, frequency control devices and fiber optic
lasers. This segment also designs, manufactures and
sells components for the home gas cooking appliance In
dustry as well as a broad line of control sensing devices
for use in testing equipment and industrial applications.
The Company’s geographic data for continuing opera
tions for the years ended December 31 are as follows
(dollars in thousands):
Geographic Areas
Sales

Operating incom e/(loss):
United States
Europe
Japan
Asia Pacific
Elim ination

$171,632
23,717
4,127
16,700
(3,241)

$111,284
9,874
520
13,199
(16,485)

$57,694
7,902
793
2,885
(9,068)

Total

$212,935

$118,392

$60,206

United States:
Unaffiliated
To foreign affiliates
Foreign:
Unaffiliated
To United States affiliates
Total sales between
geographic areas
Consolidated sales

1996

1995

1994

$276,057
668

$230,697
430

$209,723
396

27,479
1,961

24,667
1,751

21,171
810

(2,629)

(2,181)

(1,206)

$303,536

$1,097,246
48,458
99,592
90,561
(366,492)

$772,696
28,936
64,135
32,832
(215,950)

$411,838
26,067
10,993
15,346
(82,747)

Total

$

$682,649

$381,497

969,365

Sales between geographic areas are accounted for at
prices that provide a profit and are in accordance with
the rules and regulations of the respective governing
authorities. Total export revenue consisting of sales from
the Company’s U.S. operating subsidiary to non-affiliated
customers by geographic region for the years ended
June 30 are as follows:
(in thousands)

1996

1995

1994

$334,149
172,586
22,936

$173,549
105,349
29,477

$102,763
73,563
19,612

$529,671

$308,375

$195,938

$255,364

$230,894

Operating Income (Loss)
1996

Identifiable assets;
United States
Europe
Japan
Asia Pacific
Elimination

Asia Pacific
Europe
Japan
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United States
Foreign
Operating income (loss)

1994

1995

$42,156
4,831

$(32,573)
4,676

$40,723
3,390

$46,987

$(27,897)

$44,113

Identifiable Assets

United States
Foreign
Identifiable assets

1996

1995

1994

$332,005
42,280

$273,946
38,598

$251,210
28,590

$374,285

$312,544

$279,800

(a) Sales to one custom er amounted to $28,090,000 in 1994.
(b) The 1996 operating income includes a $3,820,000 charge fo r
restructuring related to the discontinuance of certain product
lines; a $900,000 charge related to the w rite-up of Gilbert in
ventory required by purchase accounting; a $2,940,000 accrual
fo r potential legal and environm ental matters, and a
$1,139,000 charge fo r im properly capitalized expenses relating
to 1995.
The 1995 operating loss includes a $80,872,000 charge related
to purchased in-process research and developm ent and a
$2,000,000 charge related to the w rite-up of Lasertron inven
to ry in connection w ith the Lasertron acquisition.

OAK INDUSTRIES INC. (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

The 1994 operating income includes a $2,000,000 restructu r
ing charge to cover w rite-dow ns of vacated facilities.

(10) Geographic Information:
The Company operates entirely in one industry segment,
the Components Segment. The Components Segment
designs, manufactures and sells active and passive
components for communications networks including ca

(c)

Unaffiliated export sales were $85,328,000, $63,815,000 and
$48,528,000 fo r 1996, 1995, and 1994, respectively. These
sales were principally to custom ers in Canada, Mexico, South
America, Asia and Europe.
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THE PERKIN-ELMER CORPORATION (JUN)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 6: Business Segments and Geographic Area
Information
Business Segments. In order to concentrate on two dif
ferent strategies for the analytical instruments and life
sciences businesses, the Company reorganized into two
separate operating segments in fiscal 1996. The analyti
cal Instruments segment is comprised of equipment and
systems used for determining the composition and mo
lecular structure of chemical substances (both organic
and inorganic), data handling devices, and real time,
process analysis systems to monitor process quality and
environmental purity. The life sciences segment is com
prised of biochemical instrument systems and associated
consumable products for life science research and re
lated applications. These automated systems are used
for synthesis, amplification, purification, isolation, analy
sis and sequencing of nucleic acids, proteins, and other

biological molecules. In addition, through a joint venture,
the Company manufactures and sells mass spectrometry
instrument systems In both industry segments.
Geographic Areas. Revenues between geographic ar
eas are primarily comprised of the sale of instruments
and consumables by the Company’s manufacturing
units. The sale amounts reflect the rules and regulations
of the respective governing tax authorities. Third-party
export net revenues and operating profits are reported in
the region of destination. Operating Income is deter
mined by deducting from net revenues the related costs
and operating expenses attributable to the region. Re
search, development and engineering expenses are re
flected in the area where the activity was performed.
Identifiable assets include all assets directly identified
with those geographic areas. Corporate assets include
cash and short-term Investments, deferred tax assets,
property, plant, and equipment, minority equity invest
ments, and other assets which are corporate in nature.
Export net revenues for the fiscal years ended
June 30, 1996, 1995 and 1994 were $44.6 million, $45.4
million and $63.8 million, respectively.

Business Segments
(Dollar amounts in millions)
1996
Net revenues
Segment income (loss)
Restructuring charge
Acquired research and developm ent
Operating incom e (loss)
Identifiable assets
Capital expenditures
Depreciation and am ortization

Analytical
Instrum ents

Life Sciences

$630.6

$532.3

28.7
(71.6)

Corporate
$

$1,162.9

(24.5)

120.6
(27.1)

(42.9)

(24.5)

93.5

401.6
13.6
28.7

319.3
18.2
12.1

$625.4

$438.1

Consolidated

220.4
.6
.4

124.8
(71.6)
(27.1)
26.1
941.3
32.4
41.2

1995
Net revenues
Segment income (loss)
Restructuring charge
Operating income (loss)
Identifiable assets
Capital expenditures
Depreciation and am ortization

26.7
(19.2)

$

81.7

7.5

81.7

440.8
16.3
29.5

269.7
12.2
10.7

$637.8
32.9
447.2

$386.7
77.5
222.3

18.5
31.3

15.6
10.9

$1,063.5

(17.5)
(3.8)
(21.3)
178.3
.4
.5

90.9
(23.0)
67.9
888.8
28.9
40.7

1994
Net revenues
Operating incom e (loss)
Identifiable assets
Discontinued assets
Capital expenditures
Depreciation and am ortization

$

—
(14.4)
158.8
.4
.5

$1,024.5
96.0
828.3
56.2
34.5
42.7
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Geographic Areas
(Dollar amounts in millions)
1996

United States

Europe

Far East

Other Countries

Total revenues
Transfers between geographic areas

$461.8
(43.6)

$581.2
(119.9)

$346.6
(124.6)

$79.3
(17.9)

Revenues to unaffiliated custom ers

418.2

461.3

222.0

61.4

Income (loss)
Restructuring charge
Acquired research and developm ent

(9.4)
(12.4)
(27.1)

76.7
(59.2)

72.6

9.4

Operating income (loss)

(48.9)

17.5

72.6

9.4

344.1

255.3

98.4

23.1

Total revenues
Transfers between geographic areas

$447.7
(54.0)

$542.0
(119.7)

$296.6
(101.3)

$71.3
(19.1)

Revenues to unaffiliated custom ers

393.7

422.3

195.3

52.2

Income (loss)
Restructuring charge

(20.5)
(9.4)

Identifiable assets

Corporate
$

Consolidated

_

$1,468.9
(306.0)
1,162.9

(24.5)

(24.5)
220.4

124.8
(71.6)
(27.1)
26.1
941.3

1995

Operating incom e (loss)

(29.9)

68.4
(8.3)

52.2
(1.4)

(17.5)
(3.8)

( .1)

60.1

50.8

8.2

253.8

102.5

32.2

Total revenues
Transfers between geographic areas

$461.3
(43.5)

$476.9
(114.3)

$297.5
(102.2)

$67.9
(19.1)

Revenues to unaffiliated custom ers

417.8

362.6

195.3

48.8

Operating incom e (loss)
Identifiable assets
Discontinued assets

(11.0)
318.9

49.2
224.6

62.5
102.7

9.7
23.3

-

$1,357.6
(294.1)
1,063.5

8.3

322.0

Identifiable assets

$

(21.3)
178.3

90.9
(23.0)
67.9
888.8

1994

Major Customers
HERSHEY FOODS CORPORATION (DEC)
NOTES TO FINANCIAL STATEMENTS
16. Segment Information
The Corporation operates in a single consumer foods
line of business, encompassing the manufacture, distri
bution and sale of chocolate, confectionery, grocery and
pasta products. The Corporation’s principal operations
and markets are located in North America, In December
1996, the Corporation sold its Gubor and Sperlari Euro
pean businesses.
Net sales, income before interest and income taxes
and identifiable assets of businesses outside of North
America were not significant. Historically, transfers of
product between geographic areas have not been signifi
cant. In 1996 and 1995, sales to Wal-Mart Stores, Inc.
and Subsidiaries amounted to approximately 12% and
11% of total net sales, respectively.

$

-

$1,303.6
(279.1)
1,024.5

(14.4)
158.8

96.0
828.3
56.2

SPAN-AMERICA MEDICAL SYSTEMS, INC. (SEP)
NOTES TO FINANCIAL STATEMENTS
15. (In Part): Operations and Industry Segments
The Company operates in four industry segments: medi
cal, consumer, industrial and contract packaging. These
industry segments correspond to the markets in the
United States for which the Company manufactures and
distributes its polyurethane foam and contract packaging
products.

The Company has three customers whose sales repre
sent a significant portion of sales in their respective busi
ness segments. Sales to one of these customers was in
excess of 23% in 1996, 27% in 1995, and 53% in 1994
of net sales in the medical segment. Sales to another
customer accounted for 55% of net sales in the con
sumer segment in 1996, 64% of net sales in 1995, and
approximately 61% in 1994. Sales to a third customer
accounted for approximately 29% of net sales in the con
tract packaging segment in 1996, 25% in 1995 and 22%
in 1994.
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Export Sales
BAKER HUGHES INCORPORATED (SEP)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 9 (In Part): Industry Segment and Geographic
Information
The Company operates principally in two industry seg
ments—oilfield and process.
Oilfield Industry: Manufacture and sale of equipment and
provision of services used in the drilling, completion, pro
duction and maintenance of oil and gas wells. The princi
ple markets for this segment include all major oil and gas
producing regions of the world including North America,
Latin America, Europe, Africa and Far East. Customers
include major multi-national, independent and national or
state-owned oil companies.
Process Industry: Manufacture and sale of process
equipment for separating solids from liquids and liquids
from liquids through filtration, sedimentation, centrifuga
tion and flotation processes. The principle markets for
this segment include all regions of the world where there
are significant industrial and municipal wastewater appli
cations and base metals activity. Customers include mu
nicipalities, contractors, engineering companies and pulp
and paper, minerals, industrial and oil and gas produc
ers. The process industry also includes the results of
Tracor Europa, a computer peripherals operation.
Disposed Business: The disposed business segment in
formation includes the results of significant operations
that have been disposed of in prior years.

The Company maintains worldwide manufacturing
plants and service locations to serve these industry seg
ments. Intersegment sales and transfers between geo
graphic areas are priced at the estimated fair value of the
products or services negotiated between the selling and
receiving units. Operating profit is total revenues less
costs and expenses (including an unusual charge-net),
but before deduction of general corporate expenses
totaling $43.6 million (including an unusual charge of
$5.0 million), $35.0 million and $32.8 million in 1996,
1995 and 1994, respectively. Identifiable assets are
those assets that are used by the Company’s operations
in each industry segment or are identified with the Com
pany’s operations in each geographic area. Corporate
assets consist principally of cash, assets held for dis
posal, Investments and notes receivable which amount
to $194.5 million, $253.6 million and $281.3 million at
September 30, 1996, 1995, and 1994, respectively.
The 1996 industry segment information contains un
usual charges of $30.9 million and $3.7 million in Oilfield
and Process, respectively. The 1994 unusual charge-net
was related in its entirety to Oilfield. Geographic area op
erating profit information for 1995 and 1994 has been re
stated to conform to the 1996 presentation. The
information is presented on a legal entity, or statutory ba
sis rather than on a management reporting basis. This
change results in an increase in the profitability of the
U.S. area and a decrease in the profitability of the nonU.S. areas.
Summarized financial information concerning the in
dustry segments and geographic areas in which the
Company operated at September 30, 1996, 1995 and
1994 and for each of the years then ended is shown in
the following tables:

Segment Information

Western Hemisphere

(In thousands)
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Eastern Hemisphere

United States

Other

Europe

Other

$1,013,487
317,980
343,352

$332,201
163,378
10,900

$444,114
310,998
85,725

$257,048
189,524
5,933

1,674,819
188,609
1,675,523

505,479
44,488
417,639
103,786

840,837
139,056
880,554
17,664

452,505
7,110
470,096
154,790

$952,836
260,032
210,032

$290,317
155,650
28,639

$349,374
248,521
43,534

$212,581
168,153
25,576

1,422,900
177,848
1,901,670

474,606
41,416
348,850
89,314

641,429
75,545
528,454
10,414

406,310
20,775
319,159
139,111

$870,023
308,106
180,345

$253,834
108,282
23,177

$362,994
209,875
36,588

$240,883
150,761
23,433

385,293
47,040
278,109
77,219

609,457
65,869
552,104
14,883

415,077
41,246
411,317
152,478

Elim inations

Total

OPERATIONS BY GEOGRAPHIC AREA:
1996
Revenues from unaffiliated custom ers;
Sales
Services and rentals
Transfers between geographic areas
Total revenues
Operating profit
Identifiable assets
Export sales of U.S. companies
1995
Revenues from unaffiliated custom ers:
Sales
Services and rentals
Transfers between geographic areas
Total revenues
Operating p ro fit
Identifiable assets
Export sales of U.S. companies
1994
Revenues fro m unaffiliated custom ers:
Sales
Services and rentals
Transfers between geographic areas
Total revenues
Operating pro fit
Identifiable assets
Export sales of U.S. companies

1,358,474
89,437
1,631,374

$2,046,850
980,880
$(445,910)
(445,910)
(28,940)
(340,885)

3,027,730
350,323
3,102,927
276,240

$1,805,108
832,356
$(307,781)
(307,781)
(24,703)
(185,174)

2,637,464
290,881
2,912,959
238,839

$1,727,734
777,024
$(263,543)
(263,543)
(24,942)
(154,472)

2,504,758
218,650
2,718,432
244,580
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PEERLESS MFG. CO. (JUN)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note I - Industry Segment And Geographic Information
The Company’s operations consist of a dominant indus
try segment—the designing, manufacturing and selling of
specialized products for the removal of contaminants
from gases and liquids and for air pollution abatement,
principally in the United States and the United Kingdom.
Information about the Company’s operations in differ
ent geographic areas as of and for the years ended June
30, 1996, 1995 and 1994 is as follows:
Elim inations

Consolidated

__

$33,644,000

United States

United Kingdom

Other

1996
Net sales to unaffiliated custom ers
Transfers between geographic areas

$26,775,000
984,000

$4,764,000
630,000

$2,105,000

Total

$27,759,000

$5,394,000

$2,105,000

$(1,614,000)

Operating pro fit (loss)

$ 1,071,000

$

145,000

$ (39,000)

$

(21,000)

$1,156,000

Identifiable assets

$17,684,000

$2,112,000

$1,599,000

$(2,764,000)

$18,631,000

1995
Net sales to unaffiliated custom ers
Transfers between geographic areas

$27,673,000
479,000

$3,261,000
373,000

$1,155,000

$

$32,089,000

Total

$28,152,000

$3,364,000

$1,155,000

Operating pro fit (loss)

$ 1,764,000

$ (13,000)

$

Identifiable assets

$16,048,000

$2,113,000

1994
Net sales to unaffiliated custom ers
Transfers between geographic areas

$23,270,000
599,000

Total
Operating p ro fit (loss)
Identifiable assets

$

$

(1,614,000)

__

$33,644,000

(852,000)
$(852,000)

$32,089,000

5,000

$ 1,765,000

$1,237,000

$(2,242,000)

$17,156,000

$2,120,000
23,000

$

$

$25,568,000

$23,869,000

$2,143,000

$

178,000

$

(622,000)

$25,568,000

1,260,000

$ (21,000)

$(149,000)

$

(5,000)

$ 1,085,000

$17,494,000

$1,693,000

$

$(1,840,000)

$18,022,000

Transfers between the geographic areas primarily rep
resent intercompany export sales and are accounted for
based on established sales prices between the related
companies. In computing operating profit (loss), no allo
cations of general corporate expenses have been made.
Identifiable assets of geographic areas are those as
sets related to the Company’s operations in each area.
United States assets consists of all other operating as
sets of the Company.
Export sales account for a significant portion of the
Company’s revenues and are summarized by geo
graphic area as follows:
1996
1995
1994
North & South America
(excluding U.S.A.)
Europe
Asia
Other

$ 4,625,000 $ 3,817,000 $ 4,050,000
8,760,000 6,051,000 3,353,000
4,502,000 7,011,000 6,293,000
1,547,000
826,000
599,000

Total export sales

$19,434,000 $17,705,000 $14,295,000

9,000

178,000

$

__
(622,000)

675,000
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Segment Information

SEQUA CORPORATION (DEC)
NOTES TO FINANCIAL STATEMENTS
Note 18. Segment Information
Sequa Corporation is a diversified industrial company
that produces a broad range of products in four industry
segments: Aerospace, Machinery and Metal Coatings,
Specialty Chemicals and Other Products.
The Aerospace segment includes two operating units:
Chromalloy Gas Turbine and ARC Propulsion. Chromal
loy, the largest of the Company’s operating units, manu
factures and repairs gas turbine engine components,
principally for domestic and international airlines, original
equipment manufacturers and the U.S. military. ARC
Propulsion manufactures solid rocket propulsion systems
for use in tactical military weapons sold to the U.S. Gov
ernment, automotive airbag components and liquid pro
pellant motors for use on commercial satellites.
The Machinery and Metal Coatings segment is com
posed of Precoat Metals, Sequa Can Machinery and
MEG. Precoat Metals applies polymer coatings to con
tinuous steel and aluminum coil for the nationwide build
ing products market, the diverse markets for
manufactured products, and the two-piece container
market. Sequa Can Machinery produces high-speed
equipment to form and decorate two-piece metal cans for
the worldwide container industry. MEG provides auxiliary
press equipment for web offset printing for the European,
North American and Asian printing markets.
The Specialty Chemicals segment is composed of
Warwick International and Sequa Chemicals. Warwick
produces bleach activators for powdered detergent laun
dry products sold principally in European markets. Sequa
Chemicals produces a broad range of specialty chemi
cals primarily for national textile, paper and building
products markets.
The Other Products segment is composed of two pri
mary businesses: Casco Products and Northern Can
Systems. Casco manufactures cigarette lighters, power
outlets and electronic monitoring devices primarily for
North American automobile manufacturers. Northern
Can Systems produces easy-open steel lids for the do
mestic and international food processing industry.

See page 19 for sales, operating income, identifiable
assets, capital expenditures, and depreciation and amor
tization by business segment. Geographic data is pre
sented below:
Geographic Data
(Am ounts in thousands)
1996

1995

1994

Sales
United States
Europe

$1,078,940
380,089

$1,027,390
386,749

$1,028,737
390,813

Total

$1,459,029

$1,414,139

$1,419,550

Year ended December 31,

Operating Income
United States
Europe
Corporate expenses

$56,601
35,996
(27,439)

$57,335
37,196
(26,604)

$28,561
36,554
(25,362)

Total

$65,158

$67,927

$39,753

1996

1995

1994

$1,030,260
315,056

$1,089,438
315,350

$1,129,271
332,343

202,846

217,190

186,634

$1,548,162

$1,621,978

$1,648,248

At Dec 31,
Identifiable Assets
United States
Europe
Corporate and
discontinued operations
Total

O p e r a t in g in c o m e in c lu d e s a ll c o s t s a n d e x p e n s e s d i
r e c tly r e la te d t o th e s e g m e n t o r g e o g r a p h ic a r e a . Id e n tifi
a b le a s s e t s a r e t h o s e u s e d in e a c h s e g m e n t ’s o p e r a tio n .
N o s in g le c o m m e r c ia l c u s t o m e r a c c o u n te d f o r m o r e
t h a n 1 0 % o f s a le s in a n y y e a r.
E x p o r t s a le s w e r e a s fo llo w s :

(Amounts in thousands)
Year ended December 31,
Europe
Far East
M iddle East
Canada
Central and South Am erica
Other

1996

1995

1994

$117,873
76,830
19,330
28,253
33,637
21,089

$121,918
74,830
15,737
27,241
31,725
15,680

$120,288
52,112
18,137
21,962
23,037
14,816

$297,012

$287,131

$250,352

The largest single contract with any one U.S. Govern
ment agency accounted for approximately 1% of sales in
1996 and 2% in 1995 and 1994. Prime and subcontracts
with all government agencies accounted for approxi
mately 10% of sales in 1996 and approximately 11% of
sales in 1995 and 1994.
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NATURAL BUSINESS YEAR
A natural business year is the period of 12 consecutive
months which ends when the business activities of an
entity have reached the lowest point in their annual cy
cle. In many instances, the natural business year of a
company ends December 31.
Table 1-4 summarizes, by the month in which a fiscal
year ends, the fiscal year endings of the survey compa
nies. For tabulation purposes, if a fiscal year ended in
the first week of a month, the fiscal year was considered
to have ended in the preceding month.
For 1996, 155 survey companies were on a 52-53
week fiscal year.
During 1996, four survey companies changed the date
of their fiscal year end. Examples of fiscal year end
changes and of fiscal year definitions follow.

TABLE 1-4: MONTH OF FISCAL YEAR END

January...................
February...................
March......................
April........................
May........................
June........................
July........................
August....................
September...............
October...................
November.................

...............
...............
...............
...............
...............
...............
...............
...............
...............
...............
...............
Subtotal.................................
December................. ...............

Total Companies........ ................

1996

1995

1994

1993

21
11
15
10
14
57
11
15
37
23
14

23
11
15
8
16
58
14
15
35
23
17

23
12
15
8
16
59
14
15
37
22
17

23
11
16
7
16
62
15
16
35
22
17

228

235

238

240

372

365

362

360

600

600

600

600

Change in Date of Fiscal Year End
THE NEW YORK TIMES COMPANY
Consolidated Balance Sheets
Dec 2 9 , 1996

Dec 3 1 , 1995

Consolidated Statements Of Income

Dec 2 9 , 1996

Year Ended
Dec 3 1 , 1995

Dec 3 1 , 1994

Consolidated Statements Of Cash Flows

Dec 2 9 , 1996

Year Ended
Dec 3 1 , 1995

Dec 3 1 , 1994

1. (In Part): Summary Of Significant Accounting Policies
Fiscal Year. The Company changed its fiscal year-end to
the last Sunday in December, beginning with the fiscal
year ended December 29, 1996.
INDEPENDENTAUDITORS’ REPORT
Board Of Directors And Stockholders Of The New York
Times Company:
We have audited the accompanying consolidated bal
ance sheets of The New York Times Company as of
December 29, 1996 and December 31, 1995, and the re
lated consolidated statements of income, stockholders’
equity and cash flows for each of the three years in the
period ended December 29, 1996. Our audits also in
clude the financial statement schedule listed in the Index
at Item 14a. These consolidated financial statements and
financial statement schedule are the responsibility of the
Company’s management. Our responsibility is to express
an opinion on these financial statements and financial
statement schedule based on our audits.
We conducted our audits in accordance with generally
accepted auditing standards. Those standards require
that we plan and perform the audit to obtain reasonable
assurance about whether the consolidated financial
statements are free of material misstatement. An audit
includes examining, on a test basis, evidence supporting
the amounts and disclosures in the financial statements.
An audit also includes assessing the accounting princi
ples used and significant estimates made by manage
ment, as well as evaluating the overall financial
statement presentation. We believe that our audits pro
vide a reasonable basis for our opinion.
In our opinion, such consolidated financial statements
present fairly, in all material respects, the financial posi
tion of The New York Times Company as of December
29, 1996 and December 31, 1995, and the results of
their operations and their cash flows for each of the three
years in the period ended December 29, 1996 in con
formity with generally accepted accounting principles.
Also, in our opinion, such financial statement schedule,
when considered in relation to the basic financial state
ments taken as a whole, presents fairly in all material re
spects the information set forth therein.

Natural Business Year

THE TORO COMPANY
Consolidated Balance Sheets
October 31

1996

1995

Consolidated Statements of Earnings
Year Ended
3 M onths Ended
October 3 1 , 1996 October 3 1 , 1995

In our opinion, the consolidated financial statements
referred to above present fairly, in all material respects,
the financial position of The Toro Company and subsidi
aries as of October 31, 1996 and 1995, and the results
of their operations and their cash flows for the year
ended October 31, 1996, the three month period ended
October 31, 1995 and the years ended July 31, 1995
and 1994 in conformity with generally accepted account
ing principles.

Year Ended
July 3 1 , 1995 J u ly 3 1 , 1994

Consolidated Statements of Cash Flows
Year Ended
3 M onths Ended
October 3 1 , 1996 October 3 1 , 1995
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Year Ended
July 3 1 , 1995 July 3 1 , 1994

Definition of Fiscal Year
CONAGRA, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
1. (In Part): Summary of Significant Accounting Policies
Fiscal Year Change
Effective November 1995, the company changed its fis
cal year ended July 31 to a fiscal year ended
October 31. The 3 month transition period ended
October 31, 1995 bridges the gap between the com
pany’s old and new fiscal year ends.
INDEPENDENTAUDITORS’ REPORT
The Stockholders and Board of Directors
The Toro Company:
We have audited the accompanying consolidated bal
ance sheets of The Toro Company and subsidiaries as
of October 31, 1996 and 1995, and the related consoli
dated statements of earnings and cash flows for the year
ended October 31, 1996, the three month period ended
October 31, 1995 and the years ended July 31, 1995
and 1994. These consolidated financial statements are
the responsibility of the company’s management. Our re
sponsibility is to express an opinion on these consoli
dated financial statements based on our audits.
We conducted our audits in accordance with generally
accepted auditing standards. Those standards require
that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are
free of material misstatement. An audit includes examin
ing, on a test basis, evidence supporting the amounts
and disclosures in the financial statements. An audit also
includes assessing the accounting principles used and
significant estimates made by management, as well as
evaluating the overall financial statement presentation.
We believe that our audits provide a reasonable basis for
our opinion.

1. (In Part): Summary of Significant Accounting Policies
Fiscal Year
The fiscal year of ConAgra (“ConAgra” or the “Com
pany”) ends the last Sunday in May. The fiscal years for
the consolidated financial statements presented all con
sist of 52-week periods.
The accounts of two wholly owned subsidiaries,
ConAgra Fertilizer Company and United Agri Products,
Inc., have been consolidated on the basis of a year end
ing in February. Such fiscal period corresponds with
those companies’ natural business year.
MARRIOTT INTERNATIONAL, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Summary of Significant Accounting Policies (In Part)
Fiscal Year. The company’s fiscal year ends on the Fri
day nearest to December 31 for U.S. operations and on
November 30 for most non-U.S. operations. The 1996
fiscal year includes 53 weeks, while 1995 and 1994 fis
cal years include 52 weeks.
THE MAY DEPARTMENT STORES COMPANY
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Summary of Significant Accounting Policies (In Part)
Fiscal Year. The company’s fiscal year ends on the Sat
urday closest to January 31. Fiscal years 1996, 1995,
and 1994 ended on February 1, 1997, February 3, 1996,
and January 28, 1995, respectively. Fiscal 1995 included
53 weeks. References to years in this annual report re
late to fiscal years rather than calendar years.
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PALL CORPORATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Accounting Policies (In Part)
Fiscal Year
The Company’s fiscal year ends on the Saturday closest
to July 31, except that the Company’s foreign subsidiar
ies are on a July 31 fiscal year. The years ended August
3, 1996, July 29, 1995 and July 30, 1994 comprise 53,
52 and 52 weeks, respectively.
WOOLWORTH CORPORATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
1. (In Part): Summary Of Significant Accounting Policies
Reporting Year
The reporting period for the Company and its subsidiar
ies is the 52 or 53 week period ending on the last Satur
day in January, with the exception of the Mexican and
certain European operations, which have a reporting
year ending on December 31. The 1996, 1995, and 1994
reporting years represent the 52 weeks ended January
25, 1997, January 27, 1996, and January 28, 1995, re
spectively.
In 1996, the Company changed the reporting period for
its German operations from a calendar year ending De
cember 31 to the 52 week period ending on the last Sat
urday in January. The results of operations for the period
from January 1 through January 2 5 , 1997 amounted to a
loss of approximately $10 million. This loss was charged
to retained earnings during the year in order to report
only 12 months’ operating results.

COMPARATIVE FINANCIAL STATEMENTS
Rule 14a-3 of the Securities Exchange Act of 1934 re
quires that annual reports to stockholders should include
comparative balance sheets, and statements of income
and of cash flows for each of the 3 most recent fiscal
years. All of the survey companies are registered with
the Securities and Exchange Commission and
conformed to the aforementioned requirements of Rule
14a-3.

In their annual reports, the survey companies usually
present an income statement as the first financial state
ment followed by either a balance sheet or a statement
of changes in retained earnings. For 1996, 346 survey
companies presented an income statement as the first fi
nancial statement followed by a a balance sheet; 28 sur
vey companies presented an income statement as the
first financial statement followed by a statement of
changes in retained earnings; and 185 survey compa
nies presented a balance sheet as the first financial
statement followed by an income statement. The remain
ing 41 survey companies presented an income state
ment as the first financial statement followed by either a
statement of change in stockholders’ equity or a state
ment of cash flows.
Prior to 1986, the financial statements, with rare ex
ception, were presented on consecutive pages. Begin
ning in 1986 certain survey companies did not present
their financial statements on consecutive pages but inter
spersed the Management’s Discussion and Analysis of
Financial Condition and Results of Operations among
the financial statements by having comments discussing
the content of a financial statement follow the presenta
tion of a financial statement. Such interspersed material
was not covered by an auditor’s report and was not pre
sented in lieu of notes. For 1996, 18 survey companies
did not present their financial statements on consecutive
pages.

ROUNDING OF AMOUNTS
Table 1-5 shows that most of the survey companies state
financial statement amounts in either thousands or mil
lions of dollars.
TABLE 1-5: ROUNDING OF AMOUNTS
1996

1995

1994

1993

33

40

43

48

352
17
198

354
20
186

352
22
183

349
27
176

Total Companies............. ........... 600

600

600

600

To nearest d o lla r................... ..............
To nearest thousand dollars:
O m itting 000 ..................... ..............
Presenting 0 0 0 ................... ..............
To nearest m illion dollars . . ..............
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DISCLOSURE OF ACCOUNTING POLICIES

Securities and Exchange Commission Regulations S-X
and S-K, and SAS No. 32 state the need for adequate
disclosure in financial statements. Normally the financial
statements alone cannot present all information neces
sary for adequate disclosure without considering ap
pended notes which disclose information of the sort
listed below:

APB Opinion No. 22 requires that the significant ac
counting policies of an entity be presented as an integral
part of the financial statements of the entity. Opinion No.
22 sets forth guidelines as to the content and format of
disclosures of accounting policies. Opinion No. 22 states
that the preferable format is to present a Summary of
Significant Accounting Policies preceding notes to finan
cial statements or as the initial note.
Table 1-7 shows the nature of information frequently
disclosed in summaries of accounting policies and the
number of survey companies disclosing such informa
tion. Examples of summaries of accounting policies
follow.

Changes in accounting principles.
Retroactive adjustments.
Long-term lease agreements.
Assets subject to lien.

TABLE 1-7: DISCLOSURE OF ACCOUNTING POLICIES

Preferred stock data.

N um ber of Com panies

1996

Pension and retirement plans.
Restrictions on the availability of retained earnings for
cash dividend purposes.
Contingencies and commitments.
Depreciation and depletion policies.
Stock option or stock purchase plans.
Consolidation policies.
Computation of earnings per share.
Subsequent events.
Quarterly data.
Segment information.
Financial instruments.
Table 1-6 summarizes the manner in which financial
statements refer to notes. Notes on specific topics are il
lustrated in this publication in the sections dealing with
such topics.
TABLE 1-6: NOTES TO FINANCIAL STATEMENTS
1996
General reference only............ ... 431
General and direct references... ... 169
Direct reference only...............
—
No reference to notes............. ... —
Total Companies.................. ..

600

1995
431
168
1
—

1994
416
182
1
1

1993
384
210
3
3

600

600

600

Consolidation po licy............................
Depreciation m e th o d s .......................
Use of e s tim a te s .................................
Inventory p r ic in g .................................
P ro p e rty.................................................
Cash e q u iv a le n ts .................................
Earnings per share ca lcula tion.........
Am ortization of in ta n g ib le s ..............
Interperiod tax a llo c a tio n ...................
Translation of foreign c u rre n c y ___
Financial in stru m e n ts.....................
Employee b e n e fits ..............................
Nature of o p e ra tio n s ..........................
Research and developm ent costs . .
Fiscal y e a r s ..........................................
Environm ental c o s t s ..........................
Advertising c o s ts .................................
Credit risk co n c e n tra tio n s ................
Capitalization of inte rest.....................

583
581
577
555
509
492
482
419
362
351
327
253
239
181
156
130
123
100
86

1995
585
584
358
560
510
495
470
415
384
338
311
219
204
165
156
122
—
91
89

1994
591
582
—
556
496
483
460
380
410
320
282
181
105
153
145
111
—
71
79

1993
586
581
—
559
502
474
454
385
431
313
251
178
109
143
150
87
—
73
78
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AMERADA HESS CORPORATION (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
1. Summary of Significant Accounting Policies
Nature of Business: Amerada Hess Corporation and sub
sidiaries (the “Corporation”) engage in the exploration for
and the production, purchase, transportation and sale of
crude oil and natural gas. These activities are conducted
primarily in the United States, United Kingdom, Norway
and Gabon. The Corporation also has oil and gas activi
ties in Denmark, Indonesia, Thailand and other parts of
the world. The Corporation also manufactures, pur
chases, transports and markets refined petroleum prod
ucts. The Corporation’s terminals and retail outlets are
located principally on the East Coast of the United
States.
In preparing financial statements, management makes
estimates and assumptions that affect the reported
amounts of assets and liabilities in the Consolidated Bal
ance Sheet and revenues and expenses in the State
ment of Consolidated Income. Actual results could differ
from those estimates. Estimates made by management
include: oil and gas reserves, inventory valuations, pen
sion liabilities, environmental obligations, depreciation,
depletion and amortization, dismantlement and income
taxes.
Principles of Consolidation: The consolidated financial
statements include the accounts of Amerada Hess Cor
poration and subsidiaries. The Corporation’s interests in
oil and gas exploration and production ventures are pro
portionately consolidated.
Investments in affiliated companies, owned 20% to
50% inclusive, are stated at cost of acquisition plus the
Corporation’s equity in undistributed net income since
acquisition. The change in the equity in net income of
these companies is included in non-operating revenues
in the Statement of Consolidated Income.
Intercompany transactions and accounts are elimi
nated in consolidation.
Cash and Cash Equivalents: Cash equivalents consist of
highly liquid investments, which are readily convertible
into cash and have maturities of three months or less.
Inventories: Crude oil and refined product inventories are
valued at the lower of cost or market value. Cost is deter
mined on the first-in, first-out method for approximately
65% of the inventories and the average cost method for
the remainder.
Inventories of materials and supplies are valued at or
below cost.
Exploration and Development Costs: Oil and gas explo
ration and production activities are accounted for on the
successful efforts method. Costs of acquiring undevel
oped oil and gas leasehold acreage, including lease bo
nuses, brokers’ fees and other related costs, are capital
ized. Provisions for impairment of undeveloped oil and
gas leases are based on periodic evaluations and other
factors.
Annual lease rentals and exploration expenses, includ
ing geological and geophysical expenses and explora

tory dry hole costs, are charged against income as in
curred.
Costs of drilling and equipping productive wells, includ
ing development dry holes, and related production facili
ties are capitalized.
Depreciation, Depletion and Amortization: Depreciation,
depletion and amortization of oil and gas production
equipment, properties and wells are determined on the
unit-of-production method based on estimated recover
able oil and gas reserves. Depreciation of refinery facili
ties is determined on the unit-of-production method
based on estimated throughput volumes. Depreciation of
all other plant and equipment is determined on the
straight-line method based on estimated useful lives.
The estimated costs of dismantlement, restoration and
abandonment, less estimated salvage values, of offshore
oil and gas production platforms and certain other facili
ties are taken into account in determining depreciation.
Retirement of Property, Plant and Equipment: Costs of
property, plant and equipment retired or otherwise dis
posed of, less accumulated reserves, are reflected in net
income.
Maintenance and Repairs: The estimated costs of major
maintenance, including turnarounds at refineries, are ac
crued. Other expenditures for maintenance and repairs
are charged against income as incurred. Renewals and
improvements are treated as additions to property, plant
and equipment, and items replaced are treated as retire
ments.
Environmental Expenditures: The Corporation capitalizes
environmental expenditures that increase the life or effi
ciency of property or that reduce or prevent environ
mental contamination. The Corporation accrues for envi
ronmental expenses resulting from existing conditions
that relate to past operations when the costs are prob
able and reasonably estimable.
Employee Stock Options and Nonvested Common Stock
Awards: The Corporation uses the intrinsic value method
to account for employee stock options. Because the ex
ercise prices of employee stock options equal or exceed
the market price of the stock on the date of grant, the
Corporation does not recognize compensation expense.
The Corporation records compensation expense for non
vested common stock awards ratably over the vesting
period.
Foreign Currency Translation: The local currency is the
functional currency (primary currency in which business
is conducted) for the Corporation’s North Sea and Cana
dian operations. The Canadian operations were sold in
April 1996. The U.S. dollar is the functional currency for
other foreign operations. Adjustments resulting from
translating foreign functional currency assets and liabili
ties into U.S. dollars are recorded in a separate compo
nent of stockholders’ equity entitled “Equity adjustment
from foreign currency translation.” Gains or losses result
ing from transactions in other than the functional cur
rency are reflected in net income.

Disclosure Of Accounting Policies

Hedging: The Corporation uses futures, for wards, op
tions and swaps to hedge the effects of fluctuations in
the prices of crude oil, natural gas and refined products,
interest rates and the exchange rates of foreign curren
cies. These transactions meet the requirements for
hedge accounting, including designation and correlation.
The resulting gains or losses, measured by quoted mar
ket prices, termination values or other methods, are ac
counted for as part of the transactions being hedged, ex
cept that losses not expected to be recovered upon the
completion of hedged transactions are expensed. On the
balance sheet, deferred gains are included in deferred
revenue and deferred losses in other current assets. Oil
and gas trading activity is marked to market, with gains
and losses recorded in income.
Income Taxes: Deferred income taxes are determined
on the liability method. No provision is made for U.S. in
come taxes applicable to undistributed earnings of for
eign subsidiaries that are indefinitely reinvested in
foreign operations.
ARCHER DANIELS MIDLAND COMPANY (JUN)
SUMMARY OF SIGNIFICAN TACCOUN TING POLICIES
Nature of Business. The Company is in one business
segment—procuring, transporting, storing, processing,
and merchandising agricultural commodities and prod
ucts. The availability and price of agricultural commodi
ties are subject to wide fluctuations due to unpredictable
factors such as weather, plantings, government (domes
tic and foreign) farm programs and policies, changes in
global demand created by population growth and higher
standards of living, and global production of similar and
competitive crops. Generally, changes in the price of ag
ricultural commodities can be passed through to the
price of processed products. Ethanol is one of a limited
few of the Company’s processed products which must
be priced to compete with products produced from other
raw materials.
Principles of Consolidation. The consolidated financial
statements Include the accounts of the Company and all
majority-owned subsidiaries. Investments in affiliates are
carried at cost plus equity in undistributed earnings since
acquisition.
Use of Estimates. The preparation of consolidated finan
cial statements in conformity with generally accepted ac
counting principles requires management to make esti
mates and assumptions that affect the amount reported
in its consolidated financial statements and accompany
ing notes. Actual results could differ from those
estimates.
Cash Equivalents. The Company considers all highly liq
uid investments with a maturity of three months or less at
the time of purchase to be cash equivalents.
Marketable Securities. The Company classifies all of its
marketable securities as available-for-sale. Available-forsale securities are carried at fair value, with the unreal
ized gains and losses, net of income taxes, reported as a
component of shareholders’ equity.
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Inventories. Inventories, consisting primarily of merchan
disable agricultural commodities and related value-added
products, are carried at cost, which is not in excess of
market prices. Inventory cost methods include the last-in,
first-out (LIFO) method, the first-in, first-out (FIFO)
method and the hedging procedure method. The hedg
ing procedure method approximates FIFO cost.
To reduce price risk of market fluctuations, the Com
pany follows a policy of hedging substantially all inven
tory and related purchase and sales contracts. In
addition, the Company from time to time will hedge por
tions of its anticipated production requirements. The in
struments used are readily marketable exchange traded
futures contracts which are designed as hedges. The
changes in market value of such contracts have a high
correlation to the price changes of the hedged commod
ity. Also, the underlying commodity can be delivered
against such contracts. To obtain a proper matching of
revenue and expense, gains or losses arising from open
and closed hedging transactions are Included in inven
tory as a cost of the commodities and reflected in the
statement of earnings when the product is sold.
Property, Plant and Equipment. Property, plant, and
equipment are recorded at cost. The Company uses the
straight line method in computing depreciation for finan
cial reporting purposes and generally uses accelerated
methods for income tax purposes. The annual provisions
for depreciation have been computed principally in ac
cordance with the following ranges of asset lives: build
ings—10 to 50 years; machinery and equipment—3 to
20 years.
Net Sales. The Company follows a policy of recognizing
sales at the time of product shipment. Net margins from
grain merchandised, rather than the total sales value
thereof, are included in net sales in the consolidated
statements of earnings. Gross sales of the Company, in
cluding the total sales value of grain merchandised, were
$18.1 billion in 1996, $15.9 billion in 1995, and $14.1 bil
lion in 1994, and include export sales of $5.7 billion in
1996, $4.2 billion in 1995 and $3.2 billion in 1994.
Per Share Data. Share and per share information have
been adjusted to give effect to the 50% stock dividend in
the form of a three-for-two stock split paid in December
1994 and to the 5% stock dividends In each of the three
years ended June 30, 1996, including the 5% stock divi
dend declared in July 1996 and payable in September
1996. Net earnings per common share is determined by
dividing net earnings by the weighted average number of
common shares outstanding. The impact of common
stock equivalents is not material.
New Accounting Standards. In March 1995, the Financial
Accounting Standards Board issued Statement of Finan
cial Accounting Standards Number 121 (SFAS 121) “Ac
counting for the Impairment of Long-Lived Assets and for
Long-Lived Assets to Be Disposed Of.” Management be
lieves that the adoption of SFAS 121 in fiscal 1997 will
not have a material adverse effect on the Company’s
consolidated financial statements.
In October 1995, the Financial Accounting Standards
Board issued Statement of Financial Accounting Stand
ards Number 123 (SFAS 123) “Accounting for Stock-

38

Section 1: General

Based Compensation.” SFAS 123 allows companies to
choose whether to account for stock-based compensa
tion under the current method as prescribed in Account
ing Principles Board Opinion Number 25 (APB 25) or use
the fair value method described in SFAS 123. The Com
pany plans to continue to follow the accounting measure
ment provisions of APB 25 and believes the impact of
implementing the disclosure provisions of SFAS 123 will
not be material to its consolidated financial statements.
BECTON, DICKINSON AND COMPANY (SEP)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 1 - Summary of Significant Accounting Policies
Principles of Consolidation
The consolidated financial statements include the ac
counts of Becton, Dickinson and Company and its major
ity owned subsidiaries after the elimination of intercom
pany transactions.
Cash Equivalents
Cash equivalents are stated at cost plus accrued inter
est, which approximates market. The Company consid
ers ail highly liquid investments with a maturity of 90
days or less when purchased to be cash equivalents.
Inventories
Inventories are stated at the lower of cost or market. The
Company uses the last-in, first-out (LIFO) method of de
termining cost for substantially all inventories in the
United States. All other inventories are accounted for us
ing the first-in, first-out (FIFO) method.
Property, Plant and Equipment
Property, plant and equipment are stated at cost, less
accumulated depreciation and amortization. The cost of
additions, improvements, and interest on construction
are capitalized, while maintenance and repairs are
charged to expense when incurred. Depreciation and
amortization are provided on the straight-line basis over
estimated useful lives.
Intangibles
Intangibles include goodwill, which represents costs in
excess of net assets of businesses acquired, and pat
ents. Goodwill and patents are being amortized over pe
riods ranging from five to forty years, using the straightline method. The Company continually reviews goodwill
and other intangibles to assess recoverability from esti
mated future results of operations and cash flows at the
aggregate business unit level. As a result of this review
and a change in the strategic direction for the cellular im
aging business, the Company recorded a provision in the
amount of $12,275 in 1995 primarily to write off goodwill
associated with that business.
Revenue Recognition
Substantially all revenue is recognized when products
are shipped to customers.

Warranty
Estimated future warranty obligations related to certain
products are provided by charges to operations in the
period in which the related revenue is recognized.
Income Taxes
United States income taxes are not provided on substan
tially all undistributed earnings of foreign and Puerto Ri
can subsidiaries since the subsidiaries reinvest such
earnings or remit them to the Company without tax con
sequence. Income taxes have been provided and tax
credits have been recognized based on tax laws in effect
at the dates of the financial statements.
Earnings Per Share
Earnings per share are computed using the weighted av
erage number of common and common equivalent
shares outstanding during the year, and related income
amounts after adjustment for dividends on preferred
shares. The weighted average number of shares used in
the computations was 132,795,000 in 1996, 138,402,000
in 1995 and 146,666,000 in 1994, all of which reflect the
two-for-one stock split, the shares for which were distrib
uted in August 1996. Common equivalent shares relate
to employee stock plans.
Use of Estimates
The financial statements are prepared in conformity with
generally accepted accounting principles and, accord
ingly, include amounts that are based on management’s
best estimates and judgments. Actual results could differ
from these estimates.
MCKESSON CORPORATION (MAR)
NOTES TO FINANCIAL STATEMENTS
1. Significant Accounting Policies
The consolidated financial statements of McKesson Cor
poration (the “Company” or “McKesson”) include the fi
nancial statements of all majority-owned companies, ex
cept those classified as discontinued operations. All
significant intercorporate amounts have been eliminated.
Minority interest represents the minority shareholders’
proportionate share in the equity or income of the
Company’s majority-owned Armor All Products Corpora
tion (“Armor All”) subsidiary. Certain prior year amounts
have been restated to conform to the current year
presentation.
Within the United States and Canada, McKesson is the
largest wholesale distributor of ethical and proprietary
drugs and health and beauty care products. The Com
pany is also engaged in the processing and sale of bot
tled drinking water to homes and businesses and
packaged water through retail stores. Through its 55%
ownership of Armor All, the company is engaged in de
veloping and marketing a line of branded appearance
enhancement and protection products primarily for the
do-it-yourself automotive and home care markets. The
principal markets for the drug and health and beauty
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care distribution businesses are chain and independent
drug stores, hospitals, alternate care sites, food stores
and mass merchandisers. The principal markets for Ar
mor All products are mass merchandiser retailers, auto
supply stores, warehouse clubs, hardware stores and
other retail outlets.
The preparation of financial statements in conformity
with generally accepted accounting principles requires
that management make estimates and assumptions that
affect the reported amounts of assets and liabilities and
disclosure of contingent assets and liabilities as of the
date of the financial statements and the reported
amounts of revenues and expenses during the reporting
period. Actual results could differ from those estimates.
Cash and Cash Equivalents include all highly liquid debt
instruments purchased with a maturity of three months or
less at the date of acquisition.
Marketable Securities Available for Sale are carried at
fair value and the net unrealized gains and losses com
puted in marking these securities to market have been
reported within stockholders’ equity. At March 31, 1996,
the fair value exceeded the amortized cost of these se
curities by $1.1 million. The investments mature on vari
ous dates through fiscal 1998.
Inventories consist of merchandise held for resale and
are stated at the lower of cost or market. The cost of
substantially all domestic inventories is determined on
the last-in, first-out (LIFO) method. International invento
ries are stated at average cost.
Property, Plant and Equipment is stated at cost and de
preciated on the straight-line method at rates designed
to distribute the cost of properties over estimated service
lives.
Capitalized Software included in other assets reflects
costs related to internally developed or purchased soft
ware for projects in excess of $1.0 million that are capi
talized and amortized on a straight-line basis over peri
ods not exceeding seven years.
Goodwill and Other Intangibles are amortized on a
straight-line basis over periods estimated to be bene
fited, generally 25 to 40 years. Accumulated amortization
balances netted against goodwill and other intangibles
were $91.2 million, $81.8 million and $84.5 million at
March 31, 1996, 1995 and 1994, respectively. The Com
pany periodically assesses the recoverability of the cost
of its goodwill based on a review of projected undis
counted cash flows of the related operating entities.
These cash flows are prepared and reviewed by man
agement in connection with the Company’s annual long
range planning process.
Insurance Programs. Under the Company’s insurance
programs, coverage is obtained for catastrophic expo
sures as well as those risks required to be insured by law
or contract. It is the policy of the Company to retain a
significant portion of certain losses related primarily to
workers’ compensation, physical loss to property, busi
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ness interruption resulting from such loss and compre
hensive general, product, and vehicle liability. Provisions
for losses expected under these programs are recorded
based upon the Company’s estimates of the aggregate
liability for claims incurred. Such estimates utilize certain
actuarial assumptions followed in the insurance industry.
Revenue Recognition. Revenue is recognized when
products are shipped or services are provided to custom
ers. Included in revenues is interest income of $37.9 mil
lion, $18.6 million and $6.4 million in fiscal 1996, 1995
and 1994, respectively.
Income Taxes. The Company accounts for income taxes
under the liability method in accordance with Statement
of Financial Accounting Standards (“SFAS”) No. 109,
“Accounting for Income Taxes”, see Note 13.
Earnings (Loss) per Common Share. Primary earnings
(loss) per share are calculated by dividing net income
less preferred dividends by the weighted average shares
outstanding adjusted for the dilutive effect of stock op
tions. Fully diluted earnings (loss) per share reflect the
dilutive effect of stock options and assume the conver
sion of the preferred stocks and related earnings adjust
ments.
Foreign Currency Translation. Assets and liabilities of the
Company’s foreign affiliates are translated at current ex
change rates, while revenue and expenses are trans
lated at average rates prevailing during the year. Trans
lation adjustments are reported as a component of
stockholders’ equity.
New Accounting Pronouncements. In March 1995, the
Financial Accounting Standards Board (FASB) issued
Statement of Financial Accounting Standards (SFAS)
No. 121 “Accounting for the Impairment of Long-Lived
Assets and for Long-Lived Assets to be Disposed O f ",
which requires a Company to review the carrying value
of long-lived assets and certain intangibles for impair
ment when events or changes in circumstances indicate
that the carrying amount of the asset may not be recov
erable. This standard is effective for the Company’s
1997 fiscal year. The Company has not yet determined
the effects SFAS 121 will have on its financial position or
the results of its operations.
In October 1995, the FASB issued SFAS No. 123 “Ac
counting for Stock-Based Compensation”, which will be
effective for the Company’s 1997 fiscal year. SFAS
No. 123 allows companies which have stock-based com
pensation arrangements with employees to adopt a new
fair-value basis of accounting for stock options and other
equity instruments, or to continue to apply the existing
accounting required by Accounting Principles Board
(“APB”) Opinion No. 25, “Accounting for Stock Issued to
Employees”. The Company intends to continue to ac
count for stock-based compensation arrangements un
der APB Opinion NO. 25, and therefore management
does not believe that the effect of implementing this
standard will be material to the Company’s financial posi
tion, results of operations or cash flows.
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MICROSOFT CORPORATION (JUN)
NOTES TO FINANCIAL STATEMENTS
Significant Accounting Policies
Accounting principles. The financial statements are pre
pared on a basis consistent with U.S. generally accepted
accounting principles and International Accounting
Standards formulated by the International Accounting
Standards Committee (lASC).
Principles of consolidation. The financial statements in
clude the accounts of Microsoft and its subsidiaries. Sig
nificant intercompany transactions and balances have
been eliminated. Investments in 50% owned joint ven
tures are accounted for using the equity method; the
Company’s shares of joint ventures’ operating results is
reflected in nonoperating expenses.
Estimates and assumptions. Preparing financial state
ments requires management to make estimates and as
sumptions that affect the reported amounts of assets, li
abilities, revenues, and expenses. Examples include
provisions for returns and bad debts and the length of
product life cycles and buildings’ lives. Actual results
may differ from these estimates.
Foreign currencies. Assets and liabilities recorded in for
eign currencies on the books of foreign subsidiaries are
translated at the exchange rate on the balance sheet
date. Translation adjustments resulting from this process
are charged or credited to equity. Revenues, costs, and
expenses are translated at average rates of exchange
prevailing during the year. Gains and losses on foreign
currency transactions are included in nonoperating
expenses.
Revenue recognition. Revenue from sales to distributors
and resellers is recognized when related products are
shipped. Revenue from corporate license programs gen
erally is recognized when the user installs the product.
Revenue attributable to significant support (telephone
support and unspecified enhancements such as service
packs and Internet browser updates) is recognized rat
able over the product’s life cycle, which may exceed one
year. Costs related to insignificant obligations, which in
clude telephone support for certain products, are
accrued.
Revenue from products licensed to original equipment
manufacturers is recognized when the OEM ships the li
censed products.
Provisions are recorded for returns and bad debts.
Research and development. Research and development
costs are expensed as incurred. The current U.S. ac
counting rule, Accounting for the Costs of Computer
Software to Be Sold, Leased, or Otherwise Marketed,
does not materially affect the Company.

Telephone support. Telephone support costs are in
cluded in sales and marketing.
Income taxes. Income tax expense includes U.S. and in
ternational income taxes, plus an accrual for U.S. taxes
on undistributed earnings of international subsidiaries.
Certain items of income and expense are not reported in
tax returns and financial statements in the same year.
The tax effect of this difference is reported as deferred
income taxes. Tax credits are accounted for as a reduc
tion of tax expense in the year in which the credits re
duce taxes payable.
Earnings per share. Earnings per share is computed on
the basis of the weighted average number of common
shares outstanding plus the effect of outstanding stock
options, computed using the treasury stock method.
Financial instruments. The Company considers all liquid
interest-earning investments with a maturity of three
months or less at the date of purchase to be cash
equivalents. Short-term investments generally mature
between three months and five years from the purchase
date. All cash and short-term investments are classified
as available for sale and are recorded at market. Cost
approximates market for all classifications of cash and
short-term investments; realized and unrealized gains
and losses are reflected in stockholders’ equity and are
not material.
Equity securities are recorded at market on other as
sets; unrealized gains and losses are reflected in stock
holders’ equity and are not material.
Property, plant, and equipment. Property, plant, and
equipment is stated at cost and depreciated using the
straight-line method over the shorter of the estimated life
of the asset or the lease term, ranging from one to 30
years.
Diversification of risk. The Company’s investment portfo
lio is diversified and consists primarily of short-term in
vestment grade securities. At June 30, 1995 and 1996,
approximately 38% of accounts receivable represented
amounts due from ten channel purchasers. One cus
tomer accounted for approximately 13%, 12%, and 13%
of revenues while another customer accounted for ap
proximately 13%, 12%, and 8% of revenues in 1994,
1995, and 1996.
Finished goods sales to international customers in
Europe, Japan, Australia, and Canada are primarily
billed in local currencies. Payment cycles are relatively
short, generally less than 90 days. European manufac
turing costs and international selling, distribution, and
support costs are generally disbursed in local currencies.
Local currency cash balances in excess of short-term op
erating needs are generally converted into U.S. dollar
cash and short-term investments upon receipt. There
fore, foreign exchange rate fluctuations generally do not
create a risk of material transaction gains or losses. As a

Disclosure Of Accounting Policies

result, Microsoft’s hedging activities for transaction expo
sures have been minimal. No material hedge contracts
were outstanding at June 3 0 , 1996.
Foreign exchange rates affect the translated results of
operations of the Company’s foreign subsidiaries. During
1995, 1996, and for 1997, the Company hedged a per
centage of planned translated international finished
goods revenues by purchasing options on the applicable
currencies. Premiums paid for the options were not
material.
Reclassifications. Certain reclassifications have been
made for consistent presentation.
NIKE, INC. (MAY)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 1 - Summary of Significant Accounting Policies:
Basis of consolidation:
The consolidated financial statements include the ac
counts of the Company and its subsidiaries. All signifi
cant intercompany transactions and balances have been
eliminated. To facilitate the timely preparation of the con
solidated financial statements, the accounts of certain in
ternational operations have been consolidated for fiscal
years ending in April. The consolidated financial state
ments in fiscal 1997 will eliminate the one month lag in
reporting for these international operations. The results
of operations of May 1996 of these entities, which would
have previously been reported in results of fiscal 1997,
will be recorded as an adjustment to beginning retained
earning for fiscal 1997.
Recognition of revenues:
Revenues recognized include sales plus fees earned on
sales by licensees.
Advertising:
Advertising production costs are expensed the first time
the advertisement is run. Media (TV and print) placement
costs are expensed in the month the advertising ap
pears. Total advertising and promotion expenses were
$642,500,000, $495,000,000 and $373,100,000 for the
years ended May 3 1 , 1996, 1995 and 1994, respectively.
Included in prepaid expenses and other assets was
$69,300,000 and $24,300,000 at May 31, 1996 and
1995, respectively, relating to prepaid advertising and
promotion expenses.
Cash and equivalents:
Cash and equivalents represent cash and short-term,
highly liquid investments with original maturities three
months or less.
Inventory valuation:
Inventories are stated at the lower of cost or market.
Cost is determined using the last-in, first-out (LIFO)
method for substantially all U.S. inventories. International
inventories are valued on a first-in, first-out (FIFO) basis.
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Property, plant and equipment and depreciation:
Property, plant and equipment are recorded at cost. De
preciation for financial reporting purposes is determined
on a straight-line basis for buildings and leasehold im
provements and principally on a declining balance basis
for machinery and equipment, based upon estimated
useful lives ranging from three to thirty-two years.
Identifiable intangible assets and goodwill:
At May 31, 1996 and 1995, the Company had patents,
trademarks and other identifiable intangible assets with a
value of $209,586,000 and $209,203,000, respectively.
The Company’s excess of purchase cost over the fair
value of net assets of businesses acquired (goodwill)
was $327,555,000 and $329,726,000 at May 31, 1996
and 1995, respectively.
Identifiable intangible assets and goodwill are being
amortized over their estimated useful lives on a straightline basis over five to forty years. Accumulated amortiza
tion was $62,329,000 and $43,022,000 at May 31, 1996
and 1995, respectively. Amortization expense, which is
included in other income/expense was $21,772,000,
$13,176,000 and $8,409,000 for the years ended May
31, 1996, 1995 and 1994, respectively. Intangible assets
are periodically reviewed by the Company for impair
ments where the fair value is less than the carrying
value.
Other liabilities:
Other liabilities include amounts with settlement dates
beyond one year, and are primarily composed of long
term deferred endorsement payments of $21,674,000
and $26,893,000 at May 31, 1996 and 1995, respec
tively. Deferred payments to endorsers relate to amounts
due beyond contract termination, which are discounted
at various interest rates and accrued over the contract
period.
Endorsement contracts:
Accounting for endorsement contracts is based upon
specific contract provisions. Generally, endorsement
payments are expensed uniformly over the term of the
contract after giving recognition to periodic performance
compliance provisions of the contracts. Contracts requir
ing prepayments are included in prepaid expenses or
other assets depending on the length of the contract.
Foreign currency translation:
Adjustments resulting from translating foreign functional
currency financial statements into U.S. dollars are in
cluded in the currency translation adjustment in share
holders’ equity.
Derivatives:
The Company enters into foreign currency contracts in
order to reduce the impact of certain foreign currency
fluctuations. Firmly committed transactions and the re
lated receivables and payables may be hedged with for
ward exchange contracts or purchased options. Antici
pated, but not yet firmly committed, transactions may be
hedged through the use of purchased options. Premiums

42

Section 1: General

paid on purchased options and any gains are included in
accrued liabilities and are recognized in earnings when
the transaction being hedged is recognized. See Note 14
for further discussion.
Income taxes:
Income taxes are provided currently on financial state
ment earnings of International subsidiaries expected to
be repatriated. The Company intends to determine annu
ally the amount of undistributed international earnings to
invest indefinitely in its international operations.
In June 1993, the Company adopted Statement of Fi
nancial Accounting Standards No. 109, Accounting for
Income Taxes (FAS 109). The adoption of FAS 109
changed the Company’s method of accounting for in
come taxes from the deferred method (APB 11) to an as
set and liability approach. Previously, the Company
deferred the past tax effects of timing differences be
tween financial reporting and taxable income. The asset
and liability approach requires the recognition of deferred
tax liabilities and assets for the expected future tax con
sequences of temporary differences between the carry
ing amounts and the tax bases of other assets and
liabilities. See Note 6 for further discussion.
Net income per common share:
Net income per common share is computed based on
the weighted average number of common and common
equivalent (stock option) shares outstanding for the peri
ods reported.
On October 30, 1995, the Company issued additional
shares in connection with a two-for-one stock split ef
fected in the form of a 100% stock dividend on outstand
ing Class A and Class B common stock. The per
common share amounts in the Consolidated Financial
Statements and accompanying notes have been ad
justed to reflect this stock split.
Management estimates:
The preparation of financial statements in conformity with
generally accepted accounting principles requires man
agement to make estimates, including estimates relating
to assumptions that affect the reported amounts of as
sets and liabilities and disclosure of contingent assets
and liabilities at the date of financial statements and the
reported amounts of revenues and expenses during the
reporting period. Actual results could differ from these
estimates.
Reclassifications:
Certain prior year amounts have been reclassified to
conform to fiscal 1996 presentation. These changes had
no impact on previously reported results of operations or
shareholders’ equity.

ACCOUNTING CHANGES
APB Opinion No. 20 “defines various types of accounting
changes and establishes guides for determining the
manner of reporting each type." Table 1-8 lists the ac
counting changes disclosed in the annual reports of the
survey companies. As shown in Table 1-8, the most fre
quently disclosed accounting change by the survey com
panies in 1996 was adoption of Statement of Financial
Accounting Standards No. 121 which is effective for fis
cal years beginning after December 1 5 , 1995.
Examples of accounting change disclosures follow.

TABLE 1-8: ACCOUNTING CHANGES
Number of Companies
1996 1995 1994 1993
Im pairm ent of long-lived
assets (SFAS 1 2 1 ) ............................
Environmental
remediation costs..............................
In v e n to rie s .............................................
Depreciation m e th o d ............................
Reporting period fo r foreign
s u b s id ia rie s ........................................
Depreciable liv e s ...................................
Investm ents (SFAS 1 1 5 ) .....................
Reporting e n tity .....................................
Postretirem ent benefits
(SFAS 10 6)..........................................
Postem ploym ent benefits
(SFAS 11 2 )..........................................
Im pairm ent of loans
(SFAS 11 4)..........................................
Reinsurance contracts..........................
Income taxes (SFAS 1 0 9 ) ...................
O th e r........................................................

134

87

3

—

6
5
4

—
3
3

—
5
—

—
9
3

4
3
1
1

3
2
47
6

1
6
108
1

2
6
21
5

1

1
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176

—

18

80

87

—
—
—
11

6
—
—
18

1
2
89
23

—
7
233
19

Accounting Changes

Impairment of Long-Lived Assets

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 2 (In Part): Accounting Policies

AMP INCORPORATED (DEC)
NOTES TO FINANCIAL STATEMENTS
1. (In Part): Summary of Accounting Principles
Changes in Accounting Policies—On January 1, 1996,
the Company adopted Statement of Financial Account
ing Standards No. 121, “Accounting for the Impairment of
Long-Lived Assets and for Long-Lived Assets to Be Dis
posed O f (“SFAS No. 121”). This statement requires
recognition of impairment losses for long-lived assets
whenever events or changes in circumstances result in
the carrying amount of the assets exceeding the sum of
the expected future cash flows associated with such as
sets. The measurement of the impairment losses to be
recognized is to be based on the difference between the
fair values and the carrying amounts of the assets. SFAS
No. 121 also requires that long-lived assets held for sale
be reported at the lower of carrying amount or fair value
less cost to sell. The effect of the adoption of this policy
on January 1, 1996 was immaterial to the consolidated
financial results of the Company; however, as a result of
the restructuring actions and other issues discussed in
Note 2, $68.1 million in charges were recorded for write
downs of long-lived assets in the fourth quarter.
Statement of Financial Accounting Standards No. 123,
“Accounting for Stock-Based Compensation” (“SFAS No.
123”) was effective for 1996. This statement provides for
a fair value based method of accounting for grants of eq
uity instruments to employees or suppliers in return for
goods or services. With respect to stock-based compen
sation to employees, SFAS No. 123 permits entities to
continue to apply the provisions prescribed by APB,
Opinion No. 25; however, pro forma disclosures of net in
come and earnings per share must be presented as if
the fair value based method had been applied in meas
uring compensation cost. The Company elected to con
tinue with the accounting method prescribed by APB
Opinion No. 25 and presented the pro forma disclosures
in Note 15.
AMERICAN STANDARD COMPANIES INC.
Consolidated Statement of Operations
Year Ended December 31,

(Dollars in thousands)

1996

1995

1994

Sales
$ 5,804,561 $ 5 ,2 2 1 ,4 7 6 $ 4,457,465
Costs and expenses;
Cost of sales
3,887,024
3,377,271
4,379,765
Selling and adm inistrative
expenses
905,427
853,783
778,550
—
—
Asset im pairm ent loss
235,234
Other expense
28,337
40,489
57,381
Interest expense
198,192
213,326
259,437

Income (loss) before income
taxes and extraordinary item
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5,746,955

4,994,622

4,472,639

57,606

226,854

(15,174)

Goodwill—Goodwill is being amortized over 40 years. Ef
fective January 1, 1996, the Company adopted State
ment of Financial Accounting Standards No. 121 (“FAS
121”), Accounting for the Impairment of Long-Lived As
sets and for Long-Lived Assets to Be Disposed Of. Ap
plying the criteria established by FAS 121, the Company
concluded that certain assets and related goodwill of its
Canadian, French and Mexican operating units were im
paired. As a result, the Company recorded a non-cash
charge of $235 million, approximately 90% of which was
the write-down of goodwill, for which there was no tax
benefit. This charge included $121 million for Air Condi
tioning Products’ operations in Canada and France, and
$114 million for Plumbing Products’ operations in Can
ada and Mexico. The carrying value of goodwill for each
business segment is reviewed if the facts and circum
stances, such as significant declines in sales, earnings
or cash flows or material adverse changes in the busi
ness climate, suggest that it may be impaired. If any im
pairment is indicated as a result of such reviews, the
Company would measure it using techniques such as
comparing the undiscounted cash flow of the business to
its book value including goodwill or by obtaining apprais
als of the related business.
GENERAL MOTORS CORPORATION (DEC)
NOTES TO FINANCIAL STATEMENTS
Note 1 (In Part): Significant Accounting Policies
Valuation of Long-Lived Assets
Effective January 1, 1996, General Motors adopted
Statement of Financial Accounting Standards (SFAS)
No. 121, Accounting for the Impairment of Long-Lived
Assets and for Long-Lived Assets to Be Disposed Of. In
accordance with this standard, General Motors peri
odically evaluates the carrying value of long-lived assets
to be held and used, including goodwill and other intangi
ble assets, when events and circumstances warrant
such a review. The carrying value of a long-lived asset is
considered impaired when the anticipated undiscounted
cash flow from such asset is separately identifiable and
is less than its carrying value. In that event, a loss is rec
ognized based on the amount by which the carrying
value exceeds the fair market value of the long-lived as
set. Fair market value is determined primarily using the
anticipated cash flows discounted at a rate commensu
rate with the risk involved. Losses on long-lived assets to
be disposed of are determined in a similar manner, ex
cept that fair market values are reduced for the cost to
dispose. The adoption of this new accounting standard
did not have a material effect on General Motors’ con
solidated operating results or financial position.
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HOMASOTE COMPANY (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 1 (In Part): Summary of Significant Accounting
Policies
Impairment of Long-Lived Assets and Long-Lived Assets
to Be Disposed Of: Effective January 1, 1996, the Com
pany adopted Statement of Financial Accounting Stand
ards No. 121 (SFAS 121). This statement requires that
long-lived assets and certain identifiable intangibles held
and used by the Company be reviewed for impairment
whenever events or changes in circumstances indicate
that the carrying amount of an asset may not be recover
able. SFAS 121 also requires that assets to be disposed
of be reported at the lower of the carrying amount or the
fair value less costs to sell. Adoption of this statement
did not have a material impact on the Company’s finan
cial position, results of operations, or liquidity.
RYKOFF-SEXTON, INC.
Consolidated Statement of Operations

YEARS ENDED

Apr 27,1996 Apr 29,1995
(52 weeks) (52 weeks)

Apr 30,1994
(52 weeks)
(Restated)

(Dollars in thousands,
except per share data)
Net sales
Cost of sales
Gross p ro fit
W arehouse, selling,
general and adm inistrative
expenses
Reversal of restructuring
accruals
Im pairm ent of long-lived
assets
Income (loss) from
operations

$ 1 ,7 8 9 ,4 7 8 $ 1 ,5 6 9 ,0 1 9 $ 1 ,4 4 4 ,2 2 6
1,440,361
1,241,291
1,127,865
349,117

327,728

for impairment whenever events or changes in circum
stances indicate that the carrying amount of an asset
may not be recoverable. When such events or changes
in circumstances indicate an asset may not be recover
able, a company must estimate the future cash flows ex
pected to result from the use of the asset and its even
tual disposition. If the sum of such expected future cash
flows (undiscounted and without interest charges) is less
than the carrying amount of the asset, an impairment
loss is required to be recognized in an amount by which
the asset’s net book value exceeds its fair market value.
For purposes of assessing impairment under this stand
ard, assets are required to be grouped at the lowest level
for which there are separately identifiable cash flows.
To comply with the new standard, the Company identi
fied all long-lived assets where there has been, or there
is expected to be, a change in use in the recent past or
foreseeable future which could affect the recoverability of
such long-lived assets. The Company recently relocated
or closed certain of its distribution centers. If future un
discounted cash flows estimated to be derived from such
assets indicated an impairment existed, the Company
recognized an impairment loss for the amount by which
the estimated net book value of the assets exceeded
their estimated fair values. The fair values estimated by
the Company were determined by using the present
value of expected future cash flows and/or market evalu
ations by qualified real estate brokers in the related cit
ies. The adoption of this accounting standard resulted in
the Company recording a pre-tax charge of $29.7 million
and is principally reflected as a reduction in the net carry
ing value of land, buildings and improvements.
THE WASHINGTON POST COMPANY (DEC)

316,361

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
336,337

301,235

(6,441)

—

_

29,700

—

—

(10,479)

26,493

18,872

297,489

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note Three. SFAS 121 Accounting Change
In the fourth quarter of fiscal 1996, the Company
adopted Statement of Financial Accounting Standards
No. 121 - “Accounting for Impairment of Long-Lived As
sets and Long-Lived Assets to Be Disposed Of.” This
statement requires that long-lived assets and certain in
tangibles to be held and used by an entity be reviewed

A. (In Part): Summary of Significant Accounting Policies
Impairment of Long-Lived Assets. Effective January 1,
1996, the company adopted Statement of Financial Ac
counting Standards No. 121 (FAS 121), “Accounting for
Impairment of Long-Lived Assets and Long-Lived Assets
to Be Disposed Of.” FAS 121 requires that long-lived as
sets and certain identifiable intangibles, including good
will, to be held and used by an entity, be reviewed for im
pairment whenever events or changes in circumstances
indicate that the carrying amount of an asset may not be
recoverable. Upon adoption of this standard, the com
pany evaluated its long-lived assets using projected un
discounted future cash flows and operating income for
each subsidiary and determined that no material impair
ment of these assets existed at January 1, 1996, and,
accordingly, no loss was recognized. The company be
lieves that no material impairment existed at December
29, 1996.
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Accounting Changes

Environmental Remediation Costs

Inventory

ALLIEDSIGNAL INC. (DEC)

KNAPE & VOGT MANUFACTURING COMPANY
(JUN)

NOTES TO FINANCIAL STATEMENTS
NOTES TO CONSOLIDATED FINANCIAL STATEMEN TS
Note 3 (In Part): Repositioning and Other Charges
In the second quarter of 1996, the Company adopted the
provisions of the American Institute of Certified Public
Accountants’ Statement of Position 96-1, “Environmental
Remediation Liabilities” (SOP 96-1). SOP 96-1 provides
additional guidance regarding the manner in which exist
ing authoritative accounting literature is to be applied to
the specific circumstances of recognizing, measuring
and disclosing environmental remediation liabilities. The
adoption of SOP 96-1 resulted in a pretax charge of
$175 million, and is accounted for as a change in esti
mate. The Company also recorded other charges primar
ily related to changes made in employee benefit pro
grams and in connection with customer and former
employee claims.
THE SHERWIN-WILLIAMS COMPANY (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 1 (In Part): Significant Accounting Policies
Environmental matters. Capital expenditures for ongoing
environmental compliance measures are recorded in the
consolidated balance sheets and related expenses are
included in the normal operating expenses of conducting
business. The Company is involved with environmental
compliance and remediation activities at some of its cur
rent and former sites and at a number of third-party sites.
The Company accrues for certain environmental reme
diation-related activities for which commitments or clean
up plans have been developed or for which costs or
minimum costs can be reasonably estimated. All accrued
amounts are recorded on an undiscounted basis. In
1996, the Company adopted American Institute of
Certified Public Accountants Statement of Position
(SOP) 96-1, “Environmental Remediation Liabilities”.
SOP 96-1 prescribes that accrued environmental reme
diation-related expenses include direct costs of remedia
tion and indirect costs related to the remediation effort.
Although the Company previously accrued for direct
costs of remediation and certain indirect costs, additional
indirect costs were required to be accrued by the Com
pany at the time of adopting SOP 96-1 such as compen
sation and benefits for employees directly involved in the
remediation activities and fees paid to outside engineer
ing, consulting and law firms. The effect of initially apply
ing the provisions of SOP 96-1 has been treated as a
change in accounting estimate and is not material to the
accompanying financial statements. See Note 4 and
Note 10 for discussions of the environmental remedia
tion-related expense and accruals included in the finan
cial statements.

1. (In Part): Summary of Significant Accounting Policies
Inventories
Inventories are stated at the lower of FIFO (first-in, firstout) cost or market for 100% and 87% of the inventories
at June 30, 1996 and 1995, respectively. Until 1996, one
subsidiary used the LIFO (last-in, first-out) method to de
termine cost, the inventory value of which was approxi
mately $418,000 lower than it would have been under
the FIFO method at June 30, 1995. During 1996, the
subsidiary changed to the FIFO method. The change in
accounting principle was made to provide a better
matching of revenue and expenses. This accounting
change was not material to the financial statements on
an annual or quarterly basis, and accordingly, no retroac
tive restatement of prior years’ financial statements was
made.
SEABOARD CORPORATION
Consolidated Statements of Earnings
(Thousands of dollars except
per share amounts)
Years ended December 31,

1996

Earnings before cum ulative
effect of a change in
accounting principle
$ 2,840
Cumulative effect of changing
the accounting fo r inventories,
net of income tax expense
of $1,922
3,006
Net earnings

$ 5,846

1995

1994

$ 20,202

$ 35,201

$ 20,202

$ 35,201

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 5 (In Part): Inventories
During the fourth quarter of 1996, the Company changed
its method of accounting for spare parts and supplies
used in its poultry and pork processing operations, retro
actively effective as of January 1, 1996. Previously,
these spare parts and supplies were expensed when
purchased. Under the new method, such purchases will
be recorded as inventory and charged to operations
when used. Due to the growth of these inventories, pri
marily as a result of completion of the new pork process
ing plant in Oklahoma, the Company believes the new
method is preferable as it provides a better matching of
revenues and expenses. The cumulative effect of this
accounting change at January 1, 1996 was to increase
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net income by $3,006,000 or $2.02 per common share.
The effect of this accounting change was to increase in
come before cumulative effect of change in accounting
principle by $788,000 or $.53 per common share for the
year ended December 31, 1996. The pro forma effect of
retroactive application of this new method of accounting
would not materially affect the results of operations for
the years ended December 31, 1995 and 1994.
ZENITH ELECTRONICS CORPORATION (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note Three — Accounting Change:
Effective January 1, 1996, the company changed its in
ventory costing method for its picture tube inventories
from LIFO to FIFO. There has been a strategic marketing
shift in the company toward selling more larger-screen
television sets and less smaller-screen sets. The picture
tubes for the smaller-screen television sets are manufac
tured by the company and have been costed using LIFO.
It is expected that the LIFO picture tube inventory pool
will decrease and this decrease would create a LIFO liq
uidation resulting in a poor matching of current costs with
current revenues. As a result, the company believes that
the FIFO method is preferable as it will provide a more
appropriate and consistent matching of costs against
revenues. This change in accounting had no material im
pact on quarterly results and as a result, quarterly infor
mation is not restated.
The effect of the change in accounting principle was to
reduce the net loss reported for 1996 by $2.7 million, or
$.04 per share. The change has been applied to prior
years by retroactively restating the financial statements.
The effect of this restatement was to increase retained
earnings as of January 1, 1994 by $9.1 million. The re
statement increased 1995 net income by $1.6 million, or
$.03 per share, and decreased 1994 net income by $.3
million, or $.01 per share.

Depreciation Method
ALLEGHENY TELEDYNE INCORPORATED (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 1 (In Part): Summary of Significant Accounting
Policies
Property and Equipment
Property, plant and equipment are carried at cost. The
straight-line method of depreciation was adopted for all
property placed into service after July 1, 1996. For build
ings and equipment acquired prior to July 1, 1996, de
preciation is computed using a combination of acceler
ated and straight-line methods. The Company believes
the new method will more appropriately reflect its finan
cial results by better allocating costs of new property

over the useful lives of these assets. In addition, the new
method more closely conforms with that prevalent in the
industries in which the Company operates and with that
used by Allegheny Ludlum. The effect of this change on
net income for 1996 was not material.
FANSTEEL INC. (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
1. (In Part): Significant Accounting Policies
Acquisitions of properties and additions to existing facili
ties and equipment are recorded at cost. Accelerated de
preciation is the principal method used for both financial
reporting and income tax purposes on additions placed
in service before January 1, 1996. For assets placed in
service beginning in 1996, depreciation is recorded using
the straight-line method over the estimated useful life in
order to better match expenses and revenues for finan
cial reporting purposes. This change in accounting
method resulted in depreciation expense being $416,000
less in 1996 than it would have been if the prior method
had been used. This change increased net income by
$250,000 or $.03 per share for 1996. Accelerated depre
ciation is still the method used for income tax purposes.
PHILLIPS PETROLEUM COMPANY (DEC)
NOTES TO FINANCIAL STATEMENTS
Note 1 (In Part): Accounting Changes
Effective January 1, 1996, the company made certain
changes in the estimated useful lives of its major domes
tic downstream facilities. This change increased 1996
net income by $19 million, $.07 per share. Also, effective
January 1 , 1996, the company changed its method of ac
counting for the depreciation of its Gas Gathering, Proc
essing and Marketing segment’s natural gas plants and
systems from the unit-of-production method to the
straight-line method, using an estimated life of 20 years
for most of these assets. As a result of the change, net
income for 1996 was $18 million higher, or $.07 per
share. The estimated cumulative effect of the change
was not material. These changes were made to better
reflect how the assets are expected to be used over
time, to provide a better matching of revenues and ex
penses, and to be consistent with prevalent industry
practice.
Effective April 1, 1995, the company adopted Financial
Accounting Standards Board (FASB) Statement No. 121,
“Accounting for the Impairment of Long-Lived Assets and
for Long-Lived Assets to Be Disposed Of,” which re
sulted in a before-tax addition of $95 million to deprecia
tion, depletion and amortization expense in 1995. Under
the new Statement, the company now evaluates impair
ment of exploration and production assets on a field-by
field basis rather than using one worldwide cost center
for its proved properties. After-tax, the additional charge
was $49 million, $.19 per share.
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Accounting Changes

Reporting Period For Subsidiaries
H. B. FULLER COMPANY (NOV)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(In thousands, except share amounts)
1. (In Part): Summary of Significant Accounting Policies
Change in Year-end: Effective December 1, 1995, in the
first quarter of the Company’s 1996 fiscal year, the Com
pany’s non-U.S. subsidiaries that previously reported on
a fiscal year ending September 30, changed their report
ing period to a Company wide 52-week fiscal year end
ing on the Saturday closest to November 30. This
change was made to reflect the results of operations and
financial position of these subsidiaries on a more timely
basis and to increase operating and planning efficiency.
The results of operations of these subsidiaries for the
period October 1 through November 30, 1995, income of
$118 or $0.01 per share, have been reflected as an ad
justment to retained earnings. Sales for the period were
$104,811 and cost of sales was $73,341. The Company
also changed to thirteen-week quarters.

the Company was in accordance with generally accepted
accounting principles, the changed policy is preferable.
The effect of this change in accounting for periods
through February 25, 1995 was a charge of $23,332
($1.44 per share); the effect of expensing engineering
costs for the year ended February 24, 1996 was a
charge of $42,114 ($2.60). The following table summa
rizes the pro forma net earnings (loss) and per share
amounts for each period presented. Primarily as a result
of this accounting change, inventories decreased by ap
proximately $65,446 as of February 24, 1996.
Pro forma amounts assuming the change in applica
tion of accounting principle applied retroactively (un
audited):
Feb 24,
1996
Net (loss) earnings
Net (loss) earnings
per share

Year Ended
Feb 25,
1995

$(60,081)

$(35,398)

$ (3 .7 1 )

$ (2 .2 0 )

Feb 26,
1994
$688
$ .0 4

Valuation Of Stock Purchase Warrants
THE DOW CHEMICAL COMPANY (DEC)

Engineering Costs

NOTES TO FINANCIAL STATEMENTS
In millions, except for share amounts

BE AEROSPACE, INC. (FEB)

B. Accounting Change

Consolidated Statements of Operations
(Dollars in thousands,
except per share data)

1996

1995

1994

Earnings (loss) before
cum ulative effect of change
in accounting principle
$ (6 0 ,0 8 1 )
Cumulative effect of change
in accounting principle
(23,332)

$ (1 2 ,0 6 6 )

$ 5,356

Net earnings (loss)

$ (1 2 ,0 6 6 )

$ (8 3 ,4 1 3 )

—

—

$ 5,356

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(In thousands, except share andper share data)
2. Accounting Change
The Company undertook a comprehensive review of the
engineering capitalization policies followed by its com
petitors and others in its industry peer group. The results
of this study and an evaluation of the Company’s policy
led the Company to conclude that it should adopt the ac
counting method that it believes is followed by most of its
competitors and certain members of its industry peer
group. Previously, the Company had capitalized pre-con
tract engineering costs as a component of inventories,
which were then amortized to earnings as the product
was shipped. The Company now expenses such costs
as they are incurred. While the accounting policy for precontract engineering expenditures previously followed by

As permitted under Statement of Financial Accounting
Standards (SFAS) No. 123 (Accounting for Stock-Based
Compensation), the Company has continued to apply
Accounting Principles Board (APB) Opinion No. 25 (Ac
counting for Stock Issued to Employees) and has in
cluded disclosures of the pro forma impact on net in
come of the application of the fair value based method of
accounting (see Note M).
In 1996, the Company adopted SFAS No. 121 (Ac
counting for the Impairment of Long-Lived Assets and for
Long-Lived Assets to Be Disposed Of), which requires
that long-lived assets and certain identifiable intangibles
be reviewed for impairment whenever events or changes
in circumstances indicate that the carrying amount of an
asset may not be recoverable. The adoption of this new
standard had no material impact on the Company’s fi
nancial statements.
In May 1996, the Emerging Issues Task Force of the
Financial Accounting Standards Board reached a con
sensus on Issue No. 96-11 (Accounting for Forward Con
tracts and Purchased Options to Acquire Securities
Covered by SFAS No. 115). As a result, the Company
began to account for its warrants to purchase 7.5 million
shares of Schlumberger Limited stock at fair value as
available-for-sale securities. The impact of adopting this
consensus was to increase the carrying value of the war
rants by $136 in the quarter of adoption, with a corre
sponding increase in “Unrealized gains on investments”
in Stockholders’ Equity (net of deferred taxes of $52).
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Accounting Estimates
FEDERAL-MOGUL CORPORATION (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
5. Changes in Accounting Estimates
During the third and fourth quarters of 1996, the com
pany made certain changes in accounting estimates to
taling $64 million ($43 million after tax, $1.23 per share)
due to 1996 events and new information becoming avail
able. The changes in accounting estimates included in
creasing the provision for customer incentive programs
and related sales initiatives by $24 million, increasing the
provision for excess and obsolete inventory by $13 mil
lion, increasing the provision for bad debts by $8 million,
increasing the provision for environmental and legal mat
ters by $9 million and increasing various other provisions
by approximately $9 million.

Future Accounting Changes
ALBERTSON’S INC. (JAN)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
New Accounting Standard
In March 1997 the Financial Accounting Standards
Board issued Statement of Financial Accounting Stand
ards No. 128, “Earnings per Share.” This new standard
requires dual presentation of basic and diluted earnings
per share (EPS) on the face of the earnings statement
and requires a reconciliation of the numerators and de
nominators of the basic and diluted EPS calculations.
This statement will be effective for the Company’s 1997
fiscal year. The Company’s current EPS calculation con
forms to basic EPS. Diluted EPS will not be materially
different from basic EPS since potential common shares
in the form of stock options are not materially dilutive.
ALCO STANDARD CORPORATION (SEP)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
1 (In Part): Significant Accounting Policies
Pending Accounting Changes
In March 1995, the Financial Accounting Standards
Board (FASB) issued Statement No. 121, “Accounting for
the Impairment of Long-Lived Assets and for Long-Lived
Assets to Be Disposed O f (FAS 121), which requires im
pairment losses to be recorded on long-lived assets used
in operations when indicators of impairment are present
and the undiscounted cash flows estimated to be gener
ated by those assets are less than the assets’ carrying
amount. FAS 121 also addresses the accounting for
long-lived assets that are expected to be disposed of.
The Company will adopt FAS 121 in the first quarter of

fiscal 1997 and, based on current circumstances, does
not believe the effect of adoption will be material.
In October 1995, the FASB issued Statement No. 123,
“Accounting for Stock-Based Compensation” (FAS 123).
This statement establishes a fair value method of ac
counting for stock-based compensation plans. Adoption
of the fair value method is encouraged; however, entities
may elect to continue to account for stock-based com
pensation plans according to the provisions of Account
ing Principles Board Statement No. 25, “Accounting for
Stock Issued to Employees” (APB 25), while providing
additional disclosures required by FAS 123. The Com
pany is required to adopt FAS 123 in the first quarter of
fiscal 1997, and intends to account for stock-based com
pensation according to APB 25 and provide FAS 123 dis
closures as required.
In June 1996, the FASB issued Statement No. 125,
“Accounting for Transfers and Servicing of Financial As
sets and Extinguishments of Liabilities” (FAS 125), which
establishes accounting and reporting standards for trans
fers and servicing of financial assets and extinguish
ments of liabilities based on consistent application of a
financial components approach that focuses on control.
FAS 125 is effective for transfers and servicing of finan
cial assets and extinguishments of liabilities occurring af
ter December 31, 1996. The Company does not believe
the effect of adoption will be material.
ATLANTIC RICHFIELD COMPANY (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 3 (In Part): Accounting Changes
In October 1996, the Accounting Standards Executive
Committee issued Statement of Position (SOP) 96-1,
“Environmental Remediation Liabilities.” SOP 96-1 re
quires adoption of its provisions for fiscal years begin
ning after December 15, 1996. The provisions include
standards affecting the measurement, recognition and
disclosure of environmental remediation liabilities. The
effect of initially applying the provisions of SOP 96-1 will
be reported as a change in accounting estimate in the
period adopted. ARCO has not yet had sufficient time to
evaluate the impact of the provisions of SOP 96-1.
CSP INC. (AUG)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
1 (In Part): Summary of Significant Accounting Policies
New Accounting Pronouncement:
In October 1995, the Financial Accounting Standards
Board issued SFAS No. 123, “Accounting for StockBased Compensation,” which established financial ac
counting and reporting standards for stock-based em
ployee compensation plans. Companies are encouraged,
rather than required, to adopt a new method that ac
counts for stock compensation awards based on their fair
market value using an option pricing model. Companies
that do not adopt this new method will be required to
make pro forma footnote disclosures of net income as if
the fair value-based method of accounting required by
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SFAS No. 123 has been applied. The Company is re
quired to adopt SFAS No. 123 beginning in fiscal 1997.
Adoption of this pronouncement is not expected to have
a material impact on the Company’s financial position or
results of operations because the Company intends to
make pro forma footnote disclosures instead of adopting
the new accounting method.
CINCINNATI MILACRON INC. (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Summary of Significant Accounting Policies (In Part)
Recently Issued Pronouncements
American Institute of Certified Public Accountants State
ment of Position No. 96-1, “Environmental Remediation
Liabilities,” establishes specific criteria for the recognition
and measurement of environmental remediation liabili
ties. The adoption of the statement in 1997 is not ex
pected to have a significant effect on the company’s fi
nancial condition or results of operations.
Effective in 1997, Statement of Financial Accounting
Standards No. 125, “Accounting for Transfers and Serv
icing of Financial Assets and Extinguishments of Liabili
ties,” establishes criteria for the classification of transfers
of financial assets, such as accounts receivable, as
either sales or secured borrowings. Based on these crite
ria, the company will continue to account for purchases
of its accounts receivable by an independent party as
sales. As a result, the new standard will have no effect
on the company’s financial condition or results of opera
tions.
SPS TECHNOLOGIES, INC. (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
1 (In Part): Significant Accounting Policies
Recently Issued Accounting Standards
In 1997, the Financial Accounting Standards Board is
sued Statement of Financial Accounting Standards
(SFAS) No. 128, “Earnings Per Share.’’ This Statement
establishes new standards for computing and presenting
earnings per share (EPS) and applies to entities with
publicly held common stock or potential common stock.
This Statement is effective for financial statements is
sued for periods ending after December 1 5 , 1997 (earlier
application is not permitted). This Statement requires re
statement of all prior-period EPS data presented. The
Company is currently evaluating the impact SFAS No.
128 will have on its financial statements, if any.

TEMPLE-INLAND INC. (DEC)
NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS
Note 1 (In Part): Summary of Significant Accounting
Policies
Pending Accounting Policy Changes
In June 1996, the FASB issued SFAS No. 125, “Account
ing for Transfers and Servicing of Financial Assets and
Extinguishments of Liabilities,” which requires an entity,
after a transfer of financial assets that meets the criteria
to be accounted for as a sale, to recognize the financial
and servicing assets it controls and the liabilities it has
incurred and to derecognize financial assets when con
trol has been surrendered. The company will apply the
new rules prospectively beginning in the first quarter of
1997 and, based on current circumstances, does not be
lieve the application of the new rules will have a material
impact on the financial statements.
WEYERHAEUSER COMPANY (DEC)
NOTES TO FINANCIAL STATEMENTS
Note 1 (In Part): Summary of Significant Accounting
Policies
Prospective Accounting Pronouncements
In June 1996, the FASB issued SFAS No. 125 “Account
ing for Transfers and Servicing of Financial Assets and
Extinguishments of Liabilities,” to provide accounting and
reporting guidance for transfers and servicing of financial
assets and extinguishments of liabilities. The statement
uses the “financial-components approach” in which, after
a transfer of financial assets, an entity would recognize
all financial assets and services it controls and all liabili
ties it has incurred and remove financial assets and li
abilities from the balance sheet when control is surren
dered or when they are extinguished, respectively. It is to
be applied to transfers and servicing of financial assets
and extinguishment of liabilities occurring after Decem
ber 31, 1996. This statement will supersede several pre
vious statements, including SFAS No. 122, “Accounting
for Mortgage Servicing Rights—an amendment of FASB
Statement No. 65,” which the company had implemented
in 1995. In 1996, the FASB issued SFAS No. 127, “De
ferral of the Effective Date of Certain Provisions of FASB
Statement No. 125—an amendment of FASB Statement
No. 125,” which deferred for one year the effective date
of certain provisions. The company believes that the fu
ture adoption of these statements will not have a signifi
cant impact on results of operations or financial position.

50

Section 1: General

CONSOLIDATION POLICIES
Accounting Research Bulletin No. 51 states in part:
1. The purpose of consolidated statements is to pre
sent, primarily for the benefit of the shareholders and
creditors of the parent company, the results of op
erations and the financial position of a parent com
pany and its subsidiaries essentially as if the group
were a single company with one or more branches
or divisions. There is a presumption that consoli
dated statements are more meaningful than sepa
rate statements and that they are usually necessary
for a fair presentation when one of the companies in
the group directly or indirectly has a controlling finan
cial interest in the other companies.
5. Consolidated statements should disclose the con
solidation policy which is being followed. In most
cases, this can be made apparent by the headings
or other information in the statements, but in other
cases a footnote is required.
Effective for financial statements for fiscal years end
ing after December 15, 1988, Statement of Financial
Accounting Standards No. 94 amends ARB No. 51 by
requiring the consolidation of subsidiaries having
nonhomogeneous operations. Consequently, with rare
exception, the survey companies consolidate nonhomo
geneous operations. Table 1-9 shows the nature of non
homogeneous operations consolidated by the survey
companies.
Examples of consolidation practice disclosures follow.

TABLE 1-9: NONHOMOGENEOUS OPERATIONS
CONSOLIDATED
Number of Companies
1996 1995 1994 1993
C re d it..............................
Insu ra nce.......................
Leasing............................
B a n ks..............................
Real E state.....................

.....................
.....................
.....................
.....................
.....................

53
21
4
5
7

45
26
6
6
9

48
28
8
5
11

50
30
11
6
15

BIOMET, INC. (MAY)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note B (In Part): Accounting Policies.
Principles of Consolidation - The consolidated financial
statements include the accounts of Biomet, Inc. and its
subsidiaries (individually and collectively, the “Com
pany”). All intercompany accounts and transactions have
been eliminated in the consolidated financial statements.
All foreign subsidiaries are consolidated on the basis of
an April 30 fiscal year. Investments in less than 20%
owned affiliates are accounted for on the cost method,
the carrying amount of which approximates market. In
vestments in more than 20% owned affiliates are ac

counted for on the equity method. The equity in losses of
affiliates aggregated $1,815,000 and $1,579,000 for the
years ended May 31, 1995 and 1994, respectively, and
consisted primarily of research and development ex
pense. Accordingly, these amounts are included in re
search and development expense in the consolidated
statements of income.
CABOT CORPORATION (SEP)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
A (In Part): Significant Accounting Policies
Principles of Consolidation
The consolidated financial statements include the ac
counts of Cabot Corporation and majority-owned and
controlled domestic and foreign subsidiaries. Invest
ments in majority-owned affiliates where control does not
exist and investments in 20 percent to 50 percent-owned
affiliates are accounted for on the equity method. Inter
company transactions have been eliminated.
DRESSER INDUSTRIES, INC. (OCT)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note A (In Part): Summary of Significant Accounting
Policies
Consolidation
All majority-owned subsidiaries are consolidated and all
material intercompany accounts and transactions are
eliminated. Investments in 20% to 50% owned partner
ships and affiliates are accounted for on the equity
method and investments in less than 20% owned affili
ates are accounted for on the cost method.
THE DUN & BRADSTREET CORPORATION (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 1 (In Part): Summary of Significant Accounting
Policies
Principles of Consolidation. The consolidated financial
statements include those of The Dun & Bradstreet Cor
poration (the “Company”), its subsidiaries and partner
ships in which the Company has a controlling interest.
Investments in companies over which the Company has
significant influence but not a controlling interest are car
ried on the equity basis. The effects of all significant in
tercompany transactions have been eliminated.
The financial statements of subsidiaries outside the
United States and Canada reflect a fiscal year ending
November 30 to facilitate timely reporting of the Com
pany’s consolidated financial results.
As discussed more thoroughly in Note 2, Cognizant
Corporation (“Cognizant”), ACNielsen Corporation (“ACNeilsen”), Dun & Bradstreet Software (“DBS”) and NCH
Promotional Services (“NCH”) are presented as discon
tinued operations.

Consolidation Policies

HARCOURT GENERAL, INC. (OCT)
NOTES TO CONSOLIDATED FINANCIAL STATEMEN TS
1. (In Part): Summary of Significant Accounting Policies
Principles of consolidation
The consolidated financial statements include the ac
counts of Harcourt General, Inc. (the Company or Har
court General) and its majority-owned subsidiaries. The
consolidated financial statements of The Neiman Marcus
Group, Inc. (NMG) are consolidated with a lag of one fis
cal quarter, and the minority shareholders’ interest in
NMG is reflected as minority interest. NMG’s fiscal year
ends on the Saturday closest to July 31. In fiscal 1996,
NMG’s reporting period included 53 weeks as compared
to 52 weeks In each of fiscal years 1995 and 1994. All
significant intercompany accounts and transactions have
been eliminated.
HARMON INDUSTRIES, INC. (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMEN TS
1. (In Part): Summary of Significant Accounting
Principles
Principles of Consolidation and Basis of Presentation.
The consolidated financial statements of the Company
include the accounts of Harmon Industries, Inc., and its
wholly-owned subsidiaries, Harmon Electronics, Inc.
(HEI), Electro Pneumatic Corporation (EPC), Consoli
dated Asset Management Company, Inc. (CAMCO), Har
mon Railway Systems International (HRSI) and Vaughan
Harmon Systems Limited (Vaughan Harmon). Effective
January 1, 1997 HEI, EPC and CAMCO were merged
with and into Harmon Industries, Inc. such that Harmon
Industries was the surviving corporation.
Significant intercompany accounts and transactions
have been eliminated in consolidation. Management of
the Company has made estimates and assumptions re
lating to the reporting of assets and liabilities and disclo
sure of contingent liabilities to prepare these financial
statements in conformity with generally accepted ac
counting principles. Actual results could differ from those
estimates.
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ing, L.P. All significant intercompany balances and trans
actions are eliminated. Investments in affiliated compa
nies owned 20% to 50%, and the Company’s investment
in Scitex Corporation Ltd., where the Company has the
ability to exercise significant influence, are accounted for
by the equity method. The Company’s share of affiliates’
earnings is included in the consolidated statement of
earnings. The results of Carter Holt Harvey are consoli
dated on a one-month-lag basis due to the availability of
financial information.
MCDONNELL DOUGLAS CORPORATION (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
1. (In Part): Accounting Policies
Basis of Presentation
The consolidated financial statements comprise the ac
counts of McDonnell Douglas Corporation and its sub
sidiaries, including McDonnell Douglas Financial Serv
ices Corporation (MDFS), which is the parent company
of McDonnell Douglas Finance Corporation (MDFC). In
consolidation, all significant intercompany balances and
transactions are eliminated.
The consolidating balance sheet represents the sum of
all affiliates — companies that McDonnell Douglas Cor
poration directly or Indirectly controls through majority
ownership or otherwise. Financial data and related
measurements are presented in the following categories:
MDC AEROSPACE. This represents the consolidation of
McDonnell Douglas Corporation including all of its sub
sidiaries other than MDFS and McDonnell Douglas Re
alty Company (MDRC). Those two are presented on a
one-line basis as Investment in Financial Services.
FINANCIAL SERVICES. This represents the consolida
tion of MDFS (and its subsidiaries) and MDRC, both
wholly owned subsidiaries of McDonnell Douglas.
MCDONNELL DOUGLAS CORPORATION AND CON
SOLIDATED SUBSIDIARIES. This represents the con
solidation of McDonnell Douglas Corporation and all its
subsidiaries (the Company).
ROHM AND HAAS COMPANY (DEC)

INTERNATIONAL PAPER COMPANY (DEC)
SUMMARY OF SIGNIFICANTACCOUNTING POLICIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 1. (In Part): Summary of Significant Accounting
Policies
Consolidation
The consolidated financial statements include the ac
counts of International Paper Company and its subsidiar
ies (the Company). Minority interest represents minority
shareholders’ proportionate share of the equity in several
of the Company’s consolidated subsidiaries, primarily
Carter Holt Harvey Limited, IP Timberlands, Ltd. (IPT),
Zanders Feinpapiere AG, Georgetown Equipment Leas
ing Associates, L.P. and Trout Creek Equipment Leas

Principles of Consolidation. The consolidated financial
statements include the accounts of the company and its
subsidiaries engaged in manufacturing operations. In
vestments in unconsolidated subsidiaries, which are in
volved mainly in selling operations outside of the United
States, are carried at cost and are insignificant in total.
Investments in affiliates (20-50%-owned) are recorded at
cost plus equity in their undistributed earnings since for
mation. Intercompany accounts, transactions and unreal
ized profits and losses on transactions within the consoli
dated group and with significant affiliates are eliminated
in consolidation.
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ROWE FURNITURE CORPORATION (NOV)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 1 (In Part): Summary of Significant Accounting
Policies
Principles of Consolidation—The consolidated financial
statements include the accounts of the Company and its
subsidiaries. All material intercompany transactions
and balances have been eliminated. Effective Decem
ber 3, 1995, the Company’s operating subsidiaries,
Rowe Furniture Corporation — Virginia, Rowe Furniture
Corporation — Missouri, Salem Frame Company, Inc.
and Himmelberger-Harrison Company, Inc. were merged
Into one operating company, Rowe Manufacturing, Inc. a
subsidiary of Rowe Furniture Corporation.
RUBBERMAID INCORPORATED (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
1 (In Part): Summary of Significant Accounting Policies
Principles of Consolidation
The consolidated financial statements include the ac
counts of Rubbermaid incorporated and its subsidiary
companies, all of which are wholly owned except for 51%
owned Rubbermaid Japan Inc. and 90% owned DomPlast S.A. All significant intercompany profits, transac
tions, and balances have been eliminated in consolida
tion.
TRINITY INDUSTRIES, INC. (MAR)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

BUSINESS COMBINATIONS
Paragraph 8 of APB Opinion No. 16 states;
The Board concludes that the purchase method and
the pooling of interests method are both acceptable
in accounting for business combinations, although
not as alternatives in accounting for the same busi
ness combination. A business combination which
meets specified conditions requires accounting by
the pooling of interests method. A new basis of ac
counting is not permitted for a combination that
meets the specified conditions, and the assets and
liabilities of the combining companies are combined
at their recorded amounts. All other business combi
nations should be accounted for as an acquisition of
one or more companies by a corporation. The cost
to an acquiring corporation of an entire acquired
company should be determined by the principles of
accounting for the acquisition of an asset. That cost
should then be allocated to the identifiable individual
assets acquired and liabilities assumed based on
their fair values; the unallocated cost should be re
corded as goodwill.
Paragraphs 50 to 65 and 66 to 96 of Opinion No. 16
describe the manner of reporting and disclosures re
quired for a pooling of interests and a purchase, respec
tively.
Table 1-10 shows that in 1996 the survey companies
reported 32 business combinations accounted for as a
pooling of interests of which 15 such business combina
tions did not result in a restatement of prior year financial
statements. Those companies not restating prior year fi
nancial statements for a pooling of interests usually com
mented that the reason for not doing so was
immateriality.
Examples of business combination disclosures follow.

Summary of Significant Accounting Policies (In Part)
The financial statements of Trinity Industries, Inc. and its
consolidated subsidiaries (“Trinity” or the “Company”) in
clude the accounts of all significant majority-owned sub
sidiaries. All significant intercompany accounts and
transactions have been eliminated.
The Company accounts for its wholly-owned Leasing
Subsidiary in accordance with Statement of Financial
Accounting Standards No. 94, “Consolidation of All
Majority-Owned Subsidiaries,” which requires the con
solidation of all majority-owned subsidiaries, unless
control is temporary or does not reside with the majority
owner. The Company’s financial statements include the
consolidation of the accounts of Trinity Industries Leas
ing Company (‘TILC”). TILC is sometimes referred to as
the “Leasing Company” or “Leasing Subsidiary”.

TABLE 1-10: BUSINESS COMBINATIONS
Pooling of interests
Prior year financial
statements re s ta te d .........................
Prior year financial
statements not re s ta te d ..................

Total............................... . . . .
Purchase Method................. . . . .

1996

1995

1994

1993

17

19

7

11

15

13

12

10

32
256

32
244

19
215

21
200
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Poolings of Interests
THE GILLETTE COMPANY (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Business Combination
In December 1996, Gillette completed a merger with
Duracell International Inc., hereafter collectively referred
to as the Company, by exchanging 109.7 million shares
of its common stock for all of the common stock of
Duracell. Each share of Duracell was exchanged for .904
of one share of Gillette common stock. In addition, out
standing Duracell employee stock options were con
verted at the same exchange factor into options to pur
chase approximately 4.4 million shares of Gillette
common stock.
The merger constituted a tax-free reorganization and
has been accounted for as a pooling of interests under
Accounting Principles Board Opinion No. 16. Accord
ingly, all prior period consolidated financial statements
presented have been restated to include the combined
results of operations, financial position and cash flows of
Duracell as though it had always been a part of Gillette.
Prior to the merger, Duracell’s fiscal year ended on
June 30. In recording the business combination,
Duracell’s prior period financial statements have been re
stated to a year ended December 31, to conform with
Gillette’s fiscal year-end.
There were no transactions between Gillette and
Duracell prior to the combination, and immaterial adjust
ments were recorded to conform Duracell’s accounting
policies. Certain reclassifications were made to the
Duracell financial statements to conform to Gillette’s
presentations.
The results of operations for the separate companies
and the combined amounts presented in the consoli
dated financial statements follow.

In connection with the merger, the Company recorded in
the fourth quarter a charge to operating expenses of
$413 million ($283 million after taxes, or $.51 per com
mon share) for direct and other merger-related costs per
taining to the merger transaction and certain restructur
ing programs.
Merger transaction costs consisted primarily of fees for
investment bankers, attorneys, accountants, financial
printing and other related charges. Restructuring costs
included severance and outplacement of terminated em
ployees and exit costs.
Details of the merger-related costs follow.
1996
Provision

Utilized
in 1996

Balance

M erger Transaction Costs
Restructuring Costs
Employee severance
Exit costs

$ 65.0

$ 30.3

$ 34.7

165.9
182.1

—
84.8

165.9
97.3

Total

$413.0

$115.1

$297.9

(M illio ns of dollars)

Restructuring activities primarily relate to the consolida
tion of distribution and administrative functions. These
actions will result in the phased reduction of approxi
mately 1,700 employees, primarily in international loca
tions, and will include consolidation and closure of cer
tain facilities. Exit costs include activities such as
cancellation of lease agreements and distributor con
tracts, and the writedown of unutilized assets. At
December 31, 1996, $185 million and $113 million relat
ing to these programs were classified as current liabilities
and long-term liabilities, respectively.
HALLIBURTON COMPANY (DEC)
NOTES TO FINANCIAL STATEMENTS
Note 13. Landmark Acquisition

(Millions of dollars)
Net Sales
Gillette
Duracell
Combined
Net Income
Gillette
Duracell
Combined

Nine M onths
Ended
Sept. 30,
1996

Year Ended
Dec. 31,
1995

Year Ended
Dec. 31,
1994

$5,225.9
1,470.8

$6,794.7
2,039.8

$6,070.2
1,864.9

$6,696.7

$8,834.5

$7,935.1

$696.7
136.7

$823.5
245.6

$698.3
220.8

$833.4

$1,069.1

$919.1

On October 4, 1996, the Company completed the acqui
sition of Landmark Graphics Corporation (Landmark)
through the merger of Landmark with and into a subsidi
ary of the Company, the conversion of the outstanding
Landmark common stock into an aggregate of approxi
mately 10.2 million shares of Common Stock of the Com
pany and the assumption by the Company of the out
standing Landmark stock options (for the exercise of
which the Company has reserved an aggregate of ap
proximately 1.5 million shares of Common Stock of the
Company). The merger qualified as a tax free exchange
and was accounted for using the “pooling of interests”
method of accounting for business combinations. Ac
cordingly, the Company’s financial statements have
been restated to include the results of Landmark for all
periods presented.
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Prior to the merger, Landmark had a fiscal year-end of
June 30. Landmark results have been made restated to
conform with Halliburton and Landmark during periods
preceding the merger were as follows:

Millions of dollars

Nine M onths Ended
Sep 30
Years Ended Dec 31
1996
1995
1994

Revenues:
Halliburton
Landmark
Combined
Net Income:
Halliburton
Landmark
Combined

$5,251.5
143.9

$5,698.7
184.2

$5,510.2
150.9

$5,395.4

$5,882.9

$5,661.1

$201.2
(8.4)

$168.3
15.4

$177.8
3.1

$192.8

$183.7

$180.9

Landmark, together with its subsidiaries, designs, mar
kets and supports sophisticated computer-aided explora
tion and computer-aided reservoir management software
and systems. Geologists, geophysicists and engineers in
more than 70 countries use Landmark products in explo
ration for and production of oil and gas.
Landmark offers an extensive line of integrated soft
ware applications for seismic processing, three dimen
sional and two dimensional seismic interpretation,
geologic and petrophysical interpretation, mapping and
modeling, well log and production analysis, drilling and
production engineering and data management. Through
its service consulting business. Landmark provides soft
ware training, on-site support and assistance in design
ing computer networks and integrating applications and
data. In addition to providing software products. Land
mark is a value-added reseller of workstations and other
hardware and provides a range of services, including
software and systems support and training, systems con
figuration and network design and data loading and man
agement.

Merger of Companies Under Common Control
BENIHANA INC. (MAR)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 2: Acquisition
Effective May 15, 1995, the Company became the suc
cessor to Benihana National Corp. (BNC) through the
merger (Merger) of BNC and a wholly owned subsidiary
of the Company. Simultaneously with the Merger, the
Company acquired from Benihana of Tokyo, Inc. (BOT),
a corporation privately owned by Rocky H. Aoki, the
Company’s Chairman of the Board and founder of the
Benihana restaurant chain, all of BOT’s Benihana restau
rants (the BOT Restaurants) in the continental United
States, consisting of 17 company-owned and four li
censed locations.

The acquisition of the BOT Restaurants has been ac
counted for in a manner similar to a pooling of interest
since it was acquired from a company under common
control. The Company paid $3,000,000 in cash and is
sued 76,905 shares of Common Stock, 2,000 shares of
$1.00 par value Class A Convertible Preferred Stock,
and a 7 1/2% promissory note in the amount of
$650,000. Equity securities that were issued to BOT in
exchange for the net assets of the BOT Restaurants
were given effect as of the beginning of the fiscal year
ended March 28, 1993. Amounts paid in cash and liabili
ties assumed by Benihana Inc. are recorded as of the ef
fective date of the transaction. During 1996, the income
tax effect of the difference between the tax and book
bases of the assets acquired from BOT was determined.
As a result of such determination an additional net tax
asset of $870,000 was recorded.
In connection with the transfer, BNC was merged into
a subsidiary of Benihana Inc. in a share-for-share ex
change effective with a vote of the BNC shareholders
made on May 1 , 1995.

Purchase Method
ALBERTO-CULVER COMPANY (SEP)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
10 (In Part): Acquisitions and Divestiture
In February, 1996, the company acquired St. Ives Labo
ratories, Inc. (“St. Ives”) for approximately $110 million.
St. Ives develops, manufactures and markets personal
care products under its Swiss Formula brand and manu
factures custom label products for other companies.
The purchase of St. Ives was funded with the net pro
ceeds available from the July, 1995 issuance of $100
million of 5.5% convertible subordinated debentures and
from the sale of certain trade accounts receivable in
January, 1996.
The acquisition has been accounted for as a purchase
and, accordingly, the operating results of St. Ives have
been included in the company’s consolidated financial
statements since the date of acquisition. The excess of
the aggregate purchase price over the fair market value
of net assets acquired of approximately $47 million is be
ing amortized over 40 years.
The following unaudited pro forma consolidated results
of operations for the years ended September 30, 1996
and 1995 assume the St. Ives acquisition occurred as of
October 1, 1994 (in thousands, except per share data):

Net sales
Net earnings
Earnings per share:
Prim ary
Fully-diluted

1996

1995

$1,647,063
63,056

$1,518,487
48,875

2.23
2.12

1.76
1.74
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On May 31, 1996, the Company acquired the Mearl Cor
poration (“Mearl”). Mearl manufactures and supplies the
automotive, cosmetics and industrial markets with pig
ments, and also manufactures and supplies iridescent
film and other products to a variety of markets. The
transaction was accounted for as a purchase. The pur
chase price was $272.7 million In cash, initially financed
with short-term bank borrowings which were sub
sequently refinanced primarily with long-term debt. The
purchase price exceeded the fair value of net assets ac
quired by approximately $130 million, which is being am
ortized on a straight-line basis over 35 years. The results
of operations of Mearl are included In the accompanying
financial statements from the date of acquisition.
The following summarized unaudited pro forma finan
cial information assumes the acquisition had occurred on
January 1 of each year:

marily under the Company’s revolving credit agreement.
The payment of up to $60 million will become due on
February 26, 1999, with interest payable on the contin
gent debt until such date.
The actual amount of the contingent payment and total
interest will be determined using an agreed-upon formula
based on volumes of certain acquired product lines
shipped during the calendar years 1996 through 1998,
as specified in the contingent note agreement. Texaco
retained substantially all noncurrent liabilities.
As the Company’s 1996 financial statements only in
clude ten months of operations of the recently acquired
lubricant additives business, the following selected un
audited pro forma information is being provided to pre
sent a summary of the combined results of the Company
and the worldwide lubricant additives business of Texaco
as if the acquisition had occurred as of January 1, 1996
and 1995, giving effect to purchase accounting adjust
ments. The pro forma data is for informational purposes
only and may not necessarily reflect the results of opera
tions of Ethyl had the acquired business operated as part
of the Company for the years ended December 31, 1996
and 1995.

PRO FORMA INFORMATION

(In Thousands Except Per-Share Amounts)

ENGELHARD CORPORATION (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
2. Acquisition

(in millions, except per share data)
Net sales
Net earnings
Earnings per share

1996

1995

$3,253.0
147.3

$2,979.9
137.8
.96

1.02

These amounts include Mearl's actual results in 1995
and for the first five months of 1996 prior to the acquisi
tion and actual results for the seven months in 1996 after
the acquisition. The postacquisition results of the busi
ness generated approximately a $.04 positive impact on
1996 net earnings. The amounts are based upon certain
assumptions and estimates, and do not reflect any bene
fit from economies which might be achieved from com
bined operations. The pro forma results do not necessar
ily represent results which would have occurred if the
acquisition had taken place on the basis assumed
above, nor are they indicative of the results of future
combined operations.
ETHYL CORPORATION (DEC)
NOTES TO FINANCIAL STATEMENTS
2. Acquisition of Texaco Lubricant Additives Business
On February 29, 1996, the Company completed the ac
quisition of the worldwide lubricant additives business of
Texaco Inc., (“Texaco”) including manufacturing and
blending facilities (with an allocated value of $27.1 mil
lion), identifiable intangibles (with an allocated value of
$72.1 million) and working capital. The acquisition (ac
counted for under the purchase method), included a
cash payment of $134.3 million, an estimated $6.4 mil
lion for decommissioning and related costs for those ac
quired facilities that are being phased out of production
and shutdown during 1997, certain liabilities assumed,
and deferred taxes, as well as future contingent payment
of up to $60 million. The cash payment was financed pri

Year Ended December 31

Historical

1996

1995

Pro Forma
Pro Forma
(unaudited) Historical (unaudited)

Net sales
$1,149,651 $1,198,826 $960,450 $1,304,012
$92,972
$94,504
$73,963
$86,106
Net income
$.62
$.73
$.80
$.78
Earnings per share

The pro forma amounts reflect the results of operations
for the Company, the acquired business, and the follow
ing purchase accounting adjustments for the periods pre
sented;
• Elimination of sales and costs of goods sold on
transactions between the Company and Texaco,
primarily including certain of the acquired business’
blending and packaging operations pursuant to the
Company’s agreement to blend and/or package cer
tain products for Texaco under a tolling arrange
ment. The tolling contract calls for the Company to
process, for a fee, products that the Company nei
ther owns nor sells.
• Depreciation on fixed assets and amortization of in
tangible assets based on the purchase price alloca
tion for each period presented.
• Efficiencies realized in selling, general and adminis
trative expenses, as well as research, development
and testing expenses, based on staffing levels and
the number of activities and research, development
and testing and other procedures actually being in
tegrated into the combined company.
• Elimination of historical interest expense of the ac
quired business as well as the addition of the incre
mental interest expense on additional revolving
credit debt that would have been incurred to finance
the acquisition.
• Estimated income tax effect on the pro forma ad
justments.
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15. (In Part): Contractual Commitments & Contingencies
The Company has agreed to a contingent note payable
of up to $60 million as part of the acquisition of the lubri
cant additives business of Texaco Inc. See Note 2 for
additional information.
GUILFORD MILLS, INC. (SEP)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(In thousands except share data)
2. (In Part): Acquisitions:
Hofmann Laces, Ltd. and Affiliates - On January 17,
1996, the Company acquired 100% of the outstanding
capital stock of Hofmann Laces, Ltd., Raschel Fashions
Interknitting, Ltd., and Curtains and Fabrics, Inc. (collec
tively “Hofmann Laces”). Hofmann Laces designs and
produces lace fabrics for the intimate apparel, apparel
and home fashions markets. It produces stretch knit fab
rics for the apparel swimwear and intimate apparel mar
kets. Additionally, it cuts and sews lace fabrics into fin
ished home fashions products which are sold directly to
retailers. The purchase price was comprised of cash of
$45,480 and the issuance of 200,000 shares of the com
pany’s common stock. The acquisition was accounted for
using the purchase method of accounting. Excess pur
chase price over fair market value of the underlying as
sets of $7,575 was allocated to goodwill, other intangible
assets and property based upon preliminary estimates of
fair values. The Company does not believe that the final
purchase price allocation will differ significantly from the
preliminary purchase price allocation recorded at Sep
tember 29, 1996. Additional purchase price may be paid
based on Hofmann Laces’ earnings for the five year pe
riod ending on December 3 1 , 2000.
The operating results of Hofmann Laces have been in
cluded in the consolidated statement of income from the
date of acquisition. The unaudited pro forma results be
low assume the acquisition occurred at the beginning of
the fiscal years ending September 29, 1996 and October
1, 1995:

Net Sales
Operating income
Net income
Net income per share:
Prim ary
Fully Diluted

1996

1995

$848,985
73,682
34,386

$859,717
82,661
40,017

2.40
2.21

2.82
2.42

In management’s opinion, the unaudited pro forma com
bined results of operations are not indicative of the actual
results that would have occurred had the acquisition
been consummated at the beginning of fiscal 1996 or at
the beginning of fiscal 1995 or of future operations of the
combined companies under the ownership and manage
ment of the Company.

INTERSTATE BAKERIES CORPORATION (MAY)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
1. Acquisition
On July 22, 1995, Interstate Bakeries Corporation (the
“Company”) acquired Continental Baking Company
(“CBC”) from Ralston Purina Company (“RPC”) for a total
purchase price of $220,000,000 in cash and 16,923,077
shares of the Company’s common stock. The funds used
for the acquisition of CBC were provided by a new bank
credit agreement. Prior to the acquisition, CBC was the
nation’s largest wholesale baking company with annual
sales of approximately $2 billion and 21,000 employees
at 36 bakery locations. As a result of the acquisition,
RPC owns approximately 45% of the Company’s com
mon stock. Under terms of a shareholder agreement,
RPC’s holdings of the Company’s common stock must
be less than 15% of the outstanding shares within five
years of the acquisition.
The acquisition has been accounted for as a purchase
and the results of CBC have been included in the accom
panying consolidated financial statements since the date
of the acquisition. The cash and stock portions of the
purchase price, including fees and expenses, were as
follows:
Estimated fa ir value of net assets acquired
Common stock issued

$472,284
(243,269)

Cash paid fo r acquisition of CBC

$229,015

The allocation of the purchase price resulted in intangi
bles, primarily trademarks and tradenames, of
$103,380,000 which are being amortized on a straightline basis over periods of from 9 to 40 years.
The pro forma unaudited consolidated results of opera
tions as though CBC had been acquired as of the begin
ning of fiscal 1996 and 1995 are as follows:
(In Thousands, Except Per Share Data)
52 Weeks
53 Weeks
Ended
Ended
June 1 , 1996
June 3 , 1995
Net sales
Net income
Earnings per share

$3,140,501
25,830
.69

$3,180,109
14,543
.40

Pro forma data does not purport to be indicative of the
results that would have been obtained had these events
actually occurred at the beginning of the periods pre
sented and is not intended to be a projection of future re
sults. The divestiture of certain white bread brands in
selected markets required by the consent order between
the Company and the U.S. Department of Justice should
represent less than 5% of the consolidated pro forma net
sales.
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KELLOGG COMPANY (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 2. Acquisition
On December 1 6 , 1996, the Company purchased certain
assets and liabilities of the Lender’s Bagels business
from Kraft Foods, Inc. for $466 million in cash, including
related acquisition costs. The acquisition was accounted
for as a purchase. Accordingly, the assets and liabilities
of the acquired business are included in the consolidated
balance sheet as of December 31, 1996. The results of
Lender’s operations from the date of the acquisition to
December 31, 1996, were not significant. The acquisition
was initially financed through commercial paper borrow
ings which were replaced with long-term debt in January
1997.
The components of intangible assets included in the
allocation of purchase price, along with the related
straight-line amortization periods, were:
A m ount
(m illio ns)

Am ortization
period (yrs.)

Trademarks and tradenames
Non-compete covenants
G oodwill

$150.0
20.0
183.6

40
5
40

Total

$353.6

T h e u n a u d it e d p r o f o r m a c o m b in e d h is to r ic a l re s u lts , a s
if t h e L e n d e r ’s B a g e ls b u s in e s s h a d b e e n a c q u ir e d a t th e
b e g in n in g o f f is c a l 1 9 9 6 a n d 1 9 9 5 , r e s p e c tiv e ly , a r e e s tim a te d t o b e :

(millions, except per share data)
Net sales
Net earnings
Net earnings per share

1996

1995

$6,873.1
$ 524.3
$
2.47

$7,219.4
$ 489.3
$
2.23

The pro forma results include amortization of the intangi
bles presented above and interest expense on debt as
sumed issued to finance the purchase. The pro forma re
sults are not necessarily indicative of what actually would
have occurred if the acquisition had been completed as
of the beginning of each of the fiscal periods presented,
nor are they necessarily indicative of future consolidated
results.
RYKOFF-SEXTON, INC. (APR)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note Two. Acquisitions
On February 21, 1995, the Company acquired substan
tially all of the assets of Continental Foods, Inc., a pri
vately owned Maryland corporation. Continental is a re
gional, full line institutional foodservice distributor.
For financial statement purposes the acquisition was
accounted for as a purchase and, accordingly. Continen
tal’s results are included in the consolidated financial

statements since the date of acquisition. The aggregate
purchase price was approximately $27,000,000, which
includes costs of acquisition. The aggregate purchase
price, which was financed through available cash re
sources and issuance of a promissory note, has been al
located to the assets of the Company, based upon their
respective fair market values. The excess of the pur
chase price over assets acquired (Goodwill) approxi
mated $21,200,000 and is being amortized over 40
years.
On November 1, 1995, the Company acquired sub
stantially all of the assets of H&O Foods, Inc., a privately
owned Nevada corporation. H&O is a regional, institu
tional distributor.
For financial statement purposes the acquisition was
accounted for as a purchase and, accordingly, H&O’s re
sults are included in the consolidated financial state
ments since the date of acquisition. The aggregate
purchase price was approximately $29,600,000, which
includes the costs of acquisition. The aggregate consid
eration, which included the issuance of unsecured prom
issory notes totaling $24,831,000 and the Company’s
assumption of certain H&O liabilities, has been allocated
to the assets of the Company, based upon their respec
tive fair market values. The excess of the purchase price
over
assets
acquired
(Goodwill)
approximated
$18,400,000 and Is being amortized over 40 years.
In connection with the acquisition, liabilities were as
sumed as follows:
(Dollars in thousands)

Continental

H&O

Total

Fair value of assets acquired
Unsecured note(s) issued at
acquisition date
Cash paid

$39,647

$39,948

$79,595

(2,425)
(24,836)

(24,831)
(4,737)

(27,256)
(29,573)

Liabilities assumed

$12,386

$10,380

$22,766

The following unaudited pro forma consolidated results
of operations have been prepared as if the acquisitions
of Continental and H&O had occurred as of the begin
ning of fiscal 1996 and 1995:
PRO FORMA YEARS ENDED

Dollars in thousands,
except per share data)
Net sales
Net income (loss) fro m continuing
operations
Net incom e (loss) per share from
continuing operations

April 2 7 , 1996

A pril 2 9 , 1995

$1,856,353

$1,772,425

(16,604)

10,247

$(1.11)

$.69

The pro forma consolidated results do not purport to be
indicative of results that would have occurred had the ac
quisitions been in effect for the period presented, nor do
they purport to be indicative of the results that will be ob
tained in the future.
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TYCO INTERNATIONAL LTD. (JUN)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Three (In Part): Acquisitions And Divestitures

NOTES TO FINANCIAL STATEMENTS

During fiscal 1996, the Company acquired eight fire and
safety services companies, five disposable and specialty
products companies and four flow control products com
panies for an aggregate of $301.4 million in cash and
386,000 shares of the Company’s common stock. The
cash acquisitions were made utilizing cash on hand as
well as borrowings under the Company’s uncommitted
lines of credit. Each of the acquisitions was accounted
for as a purchase and the results of operations of the ac
quired companies were included in the consolidated re
sults of Tyco from their respective acquisition dates. As a
result of the acquisitions, approximately $255 million in
goodwill was recorded by the Company, which reflects
the adjustments necessary to allocate the individual pur
chase prices to the fair value of assets acquired, liabili
ties assumed and additional purchase liabilities re
corded. Additional purchase liabilities recorded included
approximately $19 million for severance and related
costs and $6 million for costs associated with the shut
down and consolidation of certain acquired facilities. At
June 30, 1996 liabilities for approximately $13 million in
severance costs and $5 million for facility related costs
remained on the balance sheet. The Company expects
to complete its termination of employees and consolida
tion of facilities in fiscal 1997.
The following unaudited pro forma data summarize the
results of operations for the periods indicated as if these
acquisitions had been completed on July 1 , 1994, the be
ginning of the 1995 fiscal year. The pro forma data give
effect to actual operating results prior to the acquisition
and adjustments to interest expense, goodwill amortiza
tion and income taxes. These pro forma amounts do not
purport to be indicative of the results that would have ac
tually been obtained if the acquisitions had occurred on
July 1, 1994 or that may be obtained in the future. The
pro forma data do not give effect to acquisitions com
pleted subsequent to June 30, 1996. See Note 17 to the
Consolidated Financial Statements.
Year Ended June 30

(in thousands, except per share data)
Sales
Income before extraordinary item
Net income
Income per share before
extraordinary item
Net income per share

STONE CONTAINER CORPORATION (DEC)

1996

1995

$5,300,694
301,053
301,053

$5,040,410
210,541
207,941

1.97
1.97

1.39
1.37

3. (In Part): Joint Ventures, Acquisitions and Investments
On May 30, 1996, the Company entered into a joint ven
ture with Four M Corporation (“Four M”) to form Florida
Coast Paper Company, L.L.C. (“Florida Coast”) to pur
chase a paperboard mill located in Port St. Joe, Florida,
from St. Joe Paper Company for $185 million plus appli
cable working capital. As part of the transaction, Florida
Coast sold, through a private placement, debt of approxi
mately $165 million. Pursuant to an exchange offer, such
privately-placed debt was exchanged for registered
notes identical to the privately-placed notes. The Com
pany accounts for its investment in Florida Coast under
the equity method. Concurrent with the formation of the
joint venture, the Company and Four M entered into out
put purchase agreements with Florida Coast which re
quire each of the joint venture partners to purchase 50
percent of the production of Florida Coast. The output
purchase agreements also require the Company and
Four M to equally share in the funding of certain cash
flow deficits of Florida Coast.
On July 12, 1996, the Company and Gaylord Con
tainer Corporation entered into a joint venture whereby
the retail bag packaging businesses of these two compa
nies were contributed to form S&G Packaging Company,
L.L.C. (“S&G”). The Company accounts for its interest in
S&G under the equity method. S&G produces paper gro
cery bags and sacks, handle sacks and variety bags,
with estimated annual sales in excess of $300 million
and serves supermarkets, quick service restaurants, pa
per distributors and non-food mass merchandisers
throughout North America and the Caribbean.
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Asset Exchange
GANNETT CO., INC. (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 2 (In Part): Acquisitions, Exchanges And
Dispositions
1996: On December 9, 1996, the Company concluded a
transaction to acquire WTSP-TV, the CBS affiliate in
Tampa-St. Petersburg, Fla., in exchange for radio sta
tions KIIS/KIIS-FM in Los Angeles, KSDO/KKBH-FM in
San Diego and WDAE/WUSA-FM in Tampa. This trans
action was completed under the terms of an asset ex
change agreement.
For financial reporting purposes, the Company re
corded the exchange as two simultaneous but separate
events; that is, a sale of radio stations for which a non
cash gain was recognized, and the acquisition of the
television station to be accounted for under the purchase
method. The gain reported on the exchange was meas
ured by the difference between the estimated current fair
value of the assets exchanged over the Company’s car
rying value or basis in the properties it exchanged. The
Company has estimated the fair value of the assets ex
changed to be $170 million, while its carrying value or
basis in the radio stations was approximately $12 million.
In the fourth quarter of 1996, therefore, for financial re
porting purposes, the Company reported a pre-tax, non
cash, non-operating gain of $158 million on the
exchange. The television station acquired in the ex
change was recorded at estimated fair value or $170 mil
lion.
On an after-tax basis, this accounting treatment results
in a non-cash increase in earnings from continuing op
erations of $93 million or $.66 per share.

On closing, the Company will acquire 80 percent own
ership in BSL for an investment of approximately $200.
BvS will maintain a 20 percent ownership until the end of
the restructuring period, which is expected to be June
2000. After the restructuring period, the Company will
have a call option and BvS a put option for the remaining
20 percent of BSL for an additional investment of ap
proximately $160. BvS is providing certain incentives
during the restructuring period to cover portions of the re
construction program and has retained environmental
cleanup obligations for existing facilities.
The Company intends to build several new facilities at
the BSL sites including Dowlex linear low density poly
ethylene, polypropylene, aniline and acrylic acid plants,
and to upgrade the chlorine plant and steam cracker. A
multi-feedstock liquid pipeline is being constructed from
the port of Rostock to the Boehlen site, as well as harbor
facilities, terminals and pump stations. As part of the re
structuring, several facilities at BSL are being closed and
demolished.

CONTINGENCIES
Statement of Financial Accounting Standards No. 5 de
fines a contingency as “an existing condition, situation or
set of circumstances involving uncertainty as to possible
gain or loss to an enterprise that will ultimately be re
solved when one or more future events occur or fail to
occur.” Paragraphs 8-16 of SFAS No. 5 set forth stand
ards of financial accounting and reporting for loss contin
gencies. Paragraph 17 of SFAS No. 5 states the ac
counting and reporting standards for gain contingencies.
Table 1-11 lists the loss and gain contingencies dis
closed in the annual reports of the survey companies.
Examples of contingency disclosures, except for tax
carryforwards, follow. Examples of operating loss carry
forwards are presented with the discussion of income tax
expense in Section 3.

Privatization Agreement
THE DOW CHEMICAL COMPANY (DEC)

TABLE 1-11: CONTINGENCIES
Number of Companies
1996 1995 1994 1993

NOTES TO FINANCIAL STATEMENTS
In millions, except for share amounts
Loss Contingencies

C. (In Part): Acquisitions and Divestitures
In April 1995, the Company signed an agreement with
Bundesanstalt fur vereinigungsbedingte Sonderaufgaben
(BvS) for the privatization of three state-owned chemical
companies in eastern Germany (referred to herein as
BSL). Economic transfer of business operations to the
Company, through the privatization agreement and vari
ous service agreements, occurred in June 1995 with le
gal closing anticipated during the first half of 1997. The
Company will include the financial results of BSL effec
tive with the legal closing date.

L itig a tio n ...............................................
E n v iro n m e n ta l.....................................
Insurance...............................................
Possible tax a sse s s m e n ts ................
G overnment in v e s tig a tio n s ..............
O ther-described...................................

431
296
68
53
36
54

422
291
64
61
34
69

407
292
59
62
28
68

386
276
46
56
34
65

277
32
40
12

282
43
47
11

279
43
44
12

268
64
43
9

Gain Contingencies
Operating loss c a rry fo rw a rd ............
Investm ent credit c a rry fo rw a rd ___
Plaintiff litig a tio n .......................
O ther-described..............................
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LOSS CONTINGENCIES

THE DUN & BRADSTREET CORPORATION (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Litigation
ALUMINUM COMPANY OF AMERICA (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
O. Contingent Liabilities
Various lawsuits, claims and proceedings have been or
may be instituted or asserted against Alcoa, including
those pertaining to environmental, product liability, and
safety and health matters. While the amounts claimed
may be substantial, the ultimate liability cannot now be
determined because of the considerable uncertainties
that exist. Therefore, it is possible that results of opera
tions or liquidity in a particular period could be materially
affected by certain contingencies. However, based on
facts currently available, management believes that the
disposition of matters that are pending or asserted will
not have a materially adverse effect on the financial posi
tion of the company.
BORG-WARNER SECURITY CORPORATION (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 6 (In Part): Contingent Liabilities
The Company’s discontinued property and casualty in
surance subsidiary (“Centaur”) ceased writing insurance
in 1984 and has been operating under rehabilitation
since September 1987. Rehabilitation is a process su
pervised by the Illinois Director of Insurance to attempt to
compromise claim liabilities at an aggregate level that is
not in excess of Centaur’s assets. In rehabilitation, Cen
taur’s assets are being used to satisfy claim liabilities un
der direct insurance policies written by Centaur. Any re
maining assets will be applied to Centaur’s obligations to
other insurance companies under reinsurance contracts.
If all of Centaur’s obligations are not satisfied through re
habilitation, it is possible that satisfaction could be
sought from the Company for Centaur’s liabilities.
The foregoing has resulted in one pending lawsuit
against the Company, certain of its current and former
subsidiaries, and directors and officers of certain current
and former subsidiaries for recovery of alleged damages
incurred because of Centaur’s failure to satisfy its rein
surance obligations. The lawsuit seeks in excess of $100
million for current losses, future losses and other dam
ages and also seeks punitive damages. The Company
believes that any damages for failure to satisfy reinsur
ance obligations are solely the responsibility of Centaur
and that the resolution of the lawsuit relating to Centaur,
including the Company’s indemnification obligations to
certain former officers and directors, will not have a ma
terial adverse effect on its financial position or future op
erating results: however, no assurance can be given as
to the ultimate outcome with respect to such lawsuit.

Note 14. Litigation
The Company and its subsidiaries are involved in legal
proceedings, claims and litigation arising in the ordinary
course of business. In the opinion of management, the
outcome of such current legal proceedings, claims and
litigation could have a material effect on quarterly or an
nual operating results or cash flows when resolved in a
future period. However, in the opinion of management,
these matters will not materially affect the Company’s
consolidated financial position.
Information Resources
Additionally, on July 29, 1996, Information Resources,
Inc. (“IRI”) filed a complaint in the United States District
Court for the Southern District of New York, naming as
defendants the Company, A.C. Nielsen Company (a sub
sidiary of ACNielsen) and IMS (a subsidiary of ACNiel
sen) and IMS (a subsidiary of Cognizant).
The complaint (“IRI Action”) alleges various violations
of Unites States antitrust laws, including alleged viola
tions of Section 1 and 2 of the Sherman Act. The com
plaint also alleges a claim of tortious interference with a
contract and a claim of tortious interference with a pro
spective business relationship. These claims relate to the
acquisition by defendants of Survey Research Group
Limited (“SRG”) prior to the Distribution. IRI alleges SRG
violated an alleged agreement with IRI when it agreed to
be acquired by the defendants and that the defendants
induced SRG to breach that agreement.
IRI’s complaint alleges damages in excess of $350 mil
lion, which amount IRI asked to be trebled under antitrust
laws. IRI also seeks punitive damages in an unspecified
amount.
In connection with the IRI Action, Cognizant, ACNiel
sen and the Company have entered into the Indemnity
and Joint Defense Agreement pursuant to which they
agreed (i) to certain arrangements allocating potential li
abilities (“IRI Liabilities”) that may arise out of or in con
nection with the IRI Action and (ii) to conduct a joint
defense of such action. In particular, the Indemnity and
Joint Defense Agreement will provide that ACNielsen will
assume exclusive liability for IRI Liabilities up to a maxi
mum amount to be calculated at such time such liabili
ties, if any, become payable (the “ACN Maximum
Amount”), and that the Company and Cognizant will
share liability equally for any amounts in excess of the
ACN Maximum Amount. The ACN Maximum Amount will
be determined by an investment banking firm as the
maximum amount that ACNielsen is able to pay after giv
ing effect to (i) any plan submitted by such investment
bank that is designed to maximize the claims paying abil
ity of ACNielsen without impairing the investment bank
ing firm’s ability to deliver a viability opinion (but which
will not require any action requiring stockholder ap
proval), and (ii) payment of related fees and expenses.
For these purposes, financial viability means the ability of
ACNielsen, after giving effect to such plan, the payment
of related fees and expenses, and the payment of the
ACN Maximum Amount, to pay its debts as they become
due and to finance the current and anticipated operating
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and capital requirements of its business, as reconstituted
by such plan, for two years from the date any such plan
is expected to be implemented.
Management is unable to predict at this time the final
outcome of the IRI Action or whether the resolution of
the matter could materially affect the Company’s results
of operations, cash flows or financial position.
EXXON CORPORATION (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
13. (In Part): Litigation and Other Contingencies
A number of lawsuits, including class actions, were
brought in various courts against Exxon Corporation and
certain of its subsidiaries relating to the accidental re
lease of crude oil from the tanker Exxon Valdez in 1989.
Essentially all of these lawsuits have now been resolved
or are subject to appeal.
On September 24, 1996, the United States District
Court for the District of Alaska entered a judgment in the
amount of $5.058 billion in the Exxon Valdez civil trial
that began in May 1994. The District Court awarded ap
proximately $19.6 million in compensatory damages to
fisher plaintiffs, $38 million in prejudgment interest on the
compensatory damages and $5 billion in punitive dam
ages to a class composed of all persons and entities
who asserted claims for punitive damages from the cor
poration as a result of the Exxon Valdez grounding. The
District Court also ordered that these awards shall bear
interest from and after entry of the judgment. The District
Court stayed execution on the judgment pending appeal
based on a $6.75 billion letter of credit posted by the cor
poration. Exxon has appealed the judgment. The corpo
ration continues to believe that the punitive damages in
this case are unwarranted and that the judgment should
be set aside or substantially reduced by the appellate
courts.
The ultimate cost to the corporation from the lawsuits
arising from the Exxon Valdez grounding is not possible
to predict and may not be resolved for a number of
years.
On January 29, 1997, a settlement agreement was
concluded resolving ail remaining matters between
Exxon and various insurers arising from the Valdez acci
dent. Under terms of this settlement, Exxon received
$480 million. Income statement recognition of this settle
ment will be deferred in view of uncertainty regarding the
ultimate cost to the corporation of the Valdez accident.
THE GOODYEAR TIRE & RUBBER COMPANY
(DEC)
NOTES TO FINANCIAL STATEMENTS
Note 18 (In Part): Commitments And Contingent
Liabilities
The Company is a party to several related lawsuits in
volving employment matters. There exists a reasonable
possibility that the Company will not prevail in these
cases. Although sufficient uncertainties exist in these

cases to prevent the Company from determining the
amount of its liability, if any, the ultimate exposure is not
expected to exceed $85 million at December 31, 1996.
Various other legal actions, claims and governmental in
vestigations and proceedings covering a wide range of
matters are pending against the Company and its sub
sidiaries. Management, after reviewing available informa
tion relating to such matters and consulting with the
Company’s General Counsel, has determined with re
spect to each such matter either that it is not reasonably
possible that the Company has incurred liability in re
spect thereof or that any liability ultimately incurred will
not exceed the amount, if any, recorded at December
31, 1996 in respect thereof which would be material rela
tive to the consolidated financial position, results of op
erations or liquidity of the Company. However, in the
event of an unanticipated adverse final determination in
respect of certain matters, the Company’s consolidated
net income for the period in which such determination
occurs could be materially affected.
HECLA MINING COMPANY (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 6 (In Part): Commitments and Contingencies
Star Phoenix
In June 1994, a judgment was entered against the Com
pany in the Idaho State District Court in the amount of
$10.0 million in compensatory damages and $10.0 mil
lion in punitive damages based on a jury verdict ren
dered in late May 1994 with respect to a lawsuit pre
viously filed against the Company by Star Phoenix
Mining Company (Star Phoenix), a former lessee of the
Star Morning mine, over a dispute between the Company
and Star Phoenix concerning the Company’s November
1990 termination of the Star Phoenix lease of the Star
Morning mine property. On May 3, 1995, the District
Court issued its final opinion and order on a number of
post-trial issues pending before the Court. The opinion
and order included the Court’s denial of the post-trial mo
tions filed by Star Phoenix and certain of its principals re
garding claims which had been previously dismissed by
the Court during trial. The Court also awarded Star
Phoenix approximately $300,000 in attorneys’ fees and
costs. The judgment was appealed to the Idaho State
Supreme Court which heard arguments in April 1996 and
is expected to render its opinion in the near future. Post
judgment interest will accrue during the appeal period. In
order to stay the ability of Star Phoenix to collect on the
judgment during the pendency of the appeal, the Com
pany has posted an appeal bond in the amount of $27.2
million representing 136% of the District Court judgment.
The Company pledged U.S. Treasury securities totaling
$10.0 million as collateral for the appeal bond. This col
lateral amount is included in restricted investments at
December 31, 1996, and December 31, 1995. The Com
pany has vigorously pursued its appeal to the Idaho Su
preme Court and it has been the Company’s position,
and at the current time it remains the Company’s posi
tion, that it will not enter into a settlement with Star Phoe
nix for any material amount. Although the ultimate out
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come of the appeal of the Idaho District Court judgment
is subject to the inherent uncertainties of any legal pro
ceeding, based upon the Company’s analysis of the fac
tual and legal issues associated with the proceeding be
fore the Idaho District Court and based on the opinions
of outside counsel, as of the date hereof, it is manage
ment’s belief that the Company should ultimately prevail
in this matter, although there can be no assurance in this
regard. Accordingly, the Company has not accrued any
liability associated with this litigation.
The Company is subject to other legal proceedings
and claims which have arisen in the ordinary course of
its business and have not been finally adjudicated. Al
though there can be no assurance as to the ultimate dis
position of these matters and the proceedings disclosed
above, it is the opinion of the Company’s management,
based upon the information available at this time, that
the expected outcome of these matters, individually or in
the aggregate, will not have a material adverse effect on
the results of operations and financial condition of the
Company.

Texas state court with respect to Angus’ and the Com
pany’s claims for contribution and indemnity for the set
tled demands. Discovery is still not complete with respect
to the lawsuits scheduled for trial in October 1996, and
all of the other lawsuits are in early stages. In addition,
Angus has filed an action in federal court in Louisiana
seeking reimbursement for amounts allegedly expended
to remediate certain environmental sites at the Ster
lington plant. In its pleadings filed with the Louisiana fed
eral court, Angus states that it is seeking approximately
$1.8 million for amounts expended, plus interest, fees,
costs and reimbursement for any future expenses. The
Company is unable to estimate the magnitude of its ex
posure at this time.

IMC GLOBAL INC. (JUN)

In October 1996, a jury sitting in the California Superior
Court, San Diego County, returned a verdict in Eldredge,
et al. V. ITT Educational, et al. against both ITT and its
subsidiary, ITT Educational. The plaintiffs, seven 1995
graduates of ITT Educational’s school in San Diego, al
leged misrepresentation and violations of a segment of
the California Education Code. In the aggregate, the
plaintiffs were awarded approximately $0.2 in compensa
tory damages and $6.6 in punitive damages, consisting
of $2.6 against ITT Educational and $4.0 against ITT.
The verdict is subject to various post-trial motions and
appeal. Management believes that it is probable the ver
dict will ultimately be reversed, in whole or in substantial
part and accordingly no provision has been recorded in
the accompanying financial statements.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
19 (In Part): Contingencies
Sterlington Litigation
Angus Chemical Company (Angus) and the Company
are involved in various litigation arising out of the May
1991 explosion at a nitroparaffins plant located in Ster
lington, Louisiana. Angus wants the Company to assume
responsibility for a class action lawsuit currently pending
in Louisiana against the Company, Angus, and other de
fendants for injuries arising out of the explosion, and to
reimburse Angus for amounts that Angus has paid for
settled claims in connection with the Sterlington explo
sion. With respect to the settled demands, Angus, in
pleadings filed in Louisiana and Texas, states that it is
seeking approximately $9.5 million, plus interest, fees
and costs. In addition, Angus is seeking direct payment
from the Company’s insurers, X.L. Insurance Company,
Ltd. (XL) and A.C.E. Insurance Company, Ltd. (ACE) for
certain damages in an action pending in Louisiana state
court. Angus has not specified how much it is seeking
from the Company’s insurers. Angus may be asserting
claims against XL for the difference between the limits of
the XL policy of $75.0 million and the $45.7 million that
XL has paid to the Company under the policy. In addi
tion, Angus may be asserting claims against ACE for the
difference between the limit of the ACE policy of $100.0
million and the $15.0 million that ACE has previously
paid to the Company. The Company may have obliga
tions to indemnify certain of the insurers if Angus is suc
cessful in this case. The Company is unable to estimate
the magnitude of its exposure at this time.
The Company continues to vigorously litigate each of
the matters arising out of the Sterlington explosion. A
jury trial is scheduled to commence in October 1996 in

ITT CORPORATION (DEC)
NOTES TO FINANCIAL STATEMENTS
Dollar amounts are in millions
Commitments and Contingencies (In Part)

SAVANNAH FOODS & INDUSTRIES, INC. (SEP)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 10 (In Part): Commitments and Contingencies
As of the end of fiscal 1996, approximately $2,500,000 of
a claim by the United States Customs Service (Customs)
remains unresolved. Customs has alleged that drawback
claims prepared by the Company for certain export ship
ments of sugar during the years 1984 to 1988 are techni
cally and/or substantively deficient and that the Com
pany, therefore, is not entitled to amounts previously
received under these drawback claims. The Company
disputes Customs’ findings and has been vigorously pro
testing this matter with Customs. The ultimate resolution
of this matter is not expected to have a materially ad
verse effect on the Company’s financial position or re
sults of operations.
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TRW INC. (DEC)

verse effect on the financial position or results of opera
tions of the Company.

NOTES TO FINANCIAL STATEMENTS
Contingencies (In Part)
During 1996, the company was advised by the Depart
ment of Justice (“DOJ”) that it had been named as a de
fendant in two lawsuits brought by a former employee
and filed under seal in 1994 and 1995, respectively, in
the United States District Court for the Central District of
California under the QUI TAM provisions of the civil
False Claims Act. The Act permits an individual to bring
suit in the name of the United States and share in any
recovery. The allegations in the lawsuit relate to the clas
sification of costs incurred by the company that were
charged to certain of its federal contracts. Under the law,
the government must investigate the allegations and de
termine whether it wishes to remain under seal until the
government completes its investigations and determines
whether to intervene. However, permission from the
court has been obtained by the company to make the
disclosures contained herein. The company is cooperat
ing with the DOJ’s investigation and is engaged in ongo
ing discussions with them regarding the allegations. The
company cannot presently predict the outcome of these
matters, although management believes that the com
pany would have meritorious defenses if either the gov
ernment decides to pursue the lawsuits or the former
employee decides to do so without government partici
pation.
WESTERN DIGITAL CORPORATION (JUN)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 4 (In Part): Commitments and Contingent Liabilities
Legal Claims
The Company was sued by Amstrad plc (“Amstrad”) in
December 1992 in Orange County Superior Court. The
complaint alleges that hard drives supplied by the Com
pany in 1988 and 1989 were defective and caused dam
ages to Amstrad of $186.0 million for out-of-pocket ex
penses, lost profits, injury to Amstrad’s reputation and
loss of goodwill. The Company filed a counterclaim for
$3.0 million in actual damages plus exemplary damages
in an unspecified amount. Trial in the matter is currently
scheduled for February 1997. The Company believes
that it has meritorious defenses to Amstrad’s claims and
intends to vigorously defend itself against the Amstrad
claims and to press its claims against Amstrad in this ac
tion. Although the Company believes the final disposition
of this matter will not have a material adverse effect on
the Company’s financial position or results of operations,
if Amstrad were to prevail on its liability claims, a judg
ment in a material amount could be awarded against the
Company.
The Company is also subject to other legal proceed
ings and claims which arise in the ordinary course of its
business. Although occasional adverse decisions (or set
tlements) may occur, the Company believes that the final
disposition of such matters will not have a material ad

Environmental Matters
AIR PRODUCTS AND CHEMICALS, INC. (SEP)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
1. (In Part): Major Accounting Policies
Environmental Expenditures. Accruals for investigatory
and noncapital remediation costs are recorded when it is
probable that a liability has been incurred and the
amount of loss can be reasonably estimated. Remedia
tion costs are capitalized if the costs improve the com
pany’s property as compared with the condition of the
property when originally constructed or acquired or if the
costs prevent environmental contamination from future
operations. Costs to operate and maintain the capitalized
facilities are expensed as incurred.
The measurement of environmental liabilities is based
on an evaluation of currently available facts with respect
to each individual site and considers factors such as ex
isting technology, presently enacted laws and regula
tions, and prior experience in remediation of
contaminated sites. While the current law potentially im
poses joint and several liability upon each party at any
Superfund site, the company’s contribution to clean up
these sites is expected to be limited, given the number of
other companies which have also been named as poten
tially responsible parties and the volumes of waste in
volved. A reasonable basis for apportionment of costs
among responsible parties is determined and the likeli
hood of contribution by other parties is established. If it is
considered probable that the company will only have to
pay its expected share of the total site cleanup, the liabil
ity reflects the company’s expected share. In determining
the probability of contribution, the company considers
the solvency of the parties, whether responsibility is be
ing disputed, the terms of any existing agreements, and
experience to date regarding similar matters. These li
abilities do not take into account any claims for recover
ies from insurance or third parties and are not
discounted. As assessments and remediation progress
at individual sites, these liabilities are reviewed peri
odically and adjusted to reflect additional technical and
legal information which becomes available. Actual costs
to be incurred at identified sites in future periods may
vary from the estimates, given inherent uncertainties in
evaluating environmental exposures. The accruals for
environmental liabilities are reflected in the balance
sheet primarily as part of other noncurrent liabilities.

64

Section 1: General

16 (In Part): Other Commitments and Contingencies
The company has accrued for certain environmental in
vestigatory and noncapital remediation costs consistent
with the policy set forth in Note 1. The potential exposure
for such costs is estimated to range from $18 million to a
reasonably possible upper exposure of $45 million. The
balance sheet at 30 September 1996 includes an accrual
of $32 million. The company does not expect that any
sums it may have to pay in connection with these envi
ronmental matters would have a materially adverse ef
fect on its consolidated financial position, or results of
operations in any one year.
CENTRAL SPRINKLER CORPORATION (OCT)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Amounts in thousands, exceptper sham)
15 (In Part): Commitments and Contingent Liabilities:
Environmental Matters
The Company and approximately thirty other local busi
nesses were notified by the Environmental Protection
Agency (“EPA”) in August 1991 that they may be a po
tentially responsible party with respect to a groundwater
contamination problem in the vicinity of the Company’s
primary manufacturing plant in Lansdale, Pennsylvania.
The Company has entered into an Administrative Order
of Consent for Remedial Investigation/Feasibility Study
(“AOC”) effective May 19, 1995 with the EPA. Pursuant
to the AOC, in 1996 the Company performed certain
tests on the Company’s property to determine whether
any land owned by the Company could be a source of
any of the contamination at the site. Based upon such
tests, management believes that the Company’s opera
tions did not contribute to this contamination problem
and the Company has no liability to clean-up this site.
Should the EPA mandate the Company’s participation in
cleanup efforts it is estimated that such costs could
range from a minimal amount to $2,700. The Company
has not accrued for such cleanup costs.
THE COASTAL CORPORATION (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 14 (In Part): Litigation, Regulatory And
Environmental Matters
Environmental Matters
The Company’s operations are subject to extensive and
evolving federal, state and local environmental laws and
regulations. The Company spent approximately $37 mil
lion in 1996 on environmental capital projects and antici

pates capital expenditures of approximately $42 million
in 1997 in order to comply with such laws and regula
tions. The majority of the 1997 expenditures is attribut
able to construction projects at the Company’s refining,
chemical and terminal facilities. The Company currently
anticipates capital expenditures for environmental com
pliance for the years 1998 through 2000 of $20 to $40
million per year. Additionally, appropriate governmental
authorities may enforce the laws and regulations with a
variety of civil and criminal enforcement measures, in
cluding monetary penalties and remediation require
ments.
The Comprehensive Environmental Response, Com
pensation and Liability Act, also known as “Superfund”,
as reauthorized, imposes liability, without regard to fault
or the legality of the original act, for disposal of a “haz
ardous substance.” Certain subsidiaries of the Company
and a company in which Coastal owns a 50% Interest
have been named as a potentially responsible party
(“PRP”) in several “Superfund” waste disposal sites. At
the 16 sites for which there is sufficient information, total
clean-up costs are estimated to be approximately $333
million, and the Company estimates its pro-rata expo
sure, to be paid over a period of several years, is ap
proximately $7.4 million and has made appropriate
provisions. At 4 other sites, the Environmental Protection
Agency (“EPA”) is currently unable to provide the Com
pany with an estimate of total clean-up costs and, ac
cordingly, the Company is unable to calculate its share of
those costs. Finally at 10 other sites, the Company has
paid amounts to other PRPs or to the EPA as its propor
tional share of associated clean-up costs. As to these lat
ter sites, the Company believes that its activities were de
minimis. Additionally, certain subsidiaries of the Com
pany have been named as PRPs in two state sites. At
one site, the North Carolina Department of Health, Envi
ronmental and Natural Resources has estimated the total
clean-up costs to be approximately $50 million, but the
Company believes that the subsidiaries’ activities at this
site were de minimis. At the other state site, the Florida
Department of Environmental Protection has demanded
reimbursement of its costs, which total $40,000, and suit
able remediation. There is not sufficient information to
estimate the remedial costs or the Company’s pro-rata
exposure at this site.
Future information and developments will require the
Company to continually reassess the expected impact of
these environmental matters. However, the Company
has evaluated its total environmental exposure based on
currently available data, including its potential joint and
several liability, and believes that compliance with all ap
plicable laws and regulations will not have a material ad
verse impact on the Company’s liquidity, consolidated
financial position or results of operations.
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COHERENT, INC. (SEP)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 12 (In Part): Commitments And Contingencies
Contingencies-Certain claims and lawsuits arising in the
ordinary course of business have been filed or are pend
ing against the Company. In the opinion of management,
all such matters have been adequately provided for, are
without merit, or are of such kind that if disposed of unfa
vorably, would not have a material adverse effect on the
Company’s consolidated financial position or results of
operations.
The Company, along with several other companies,
has been named as a party to a remedial action order
issued by the California Department of Toxic Substance
Control relating to soil and groundwater contamination at
and in the vicinity of the Stanford Industrial Park in Palo
Alto, California, where the Porter Drive facility is located.
The responding parties to the Regional Order (including
the Company) have completed Remedial Investigation
and Feasibility Reports, which were approved by the
State of California. The responding parties have installed
four remedial systems and have reached agreement with
responding parties on final cost sharing.
The Company was also named, along with other par
ties, to a remedial action order for the Porter Drive facility
site itself in Stanford Industrial Park. The State of Califor
nia has approved the Remedial Investigation Report,
Feasibility Study Report, Remedial Act Plan Report and
Final Remedial Action Report, prepared by the Company
for this site. The Company has been operating remedial
systems at the site to remove subsurface chemicals
since April 1992.
During fiscal 1996, the Company tentatively agreed
with the prior tenant and neighboring companies, on allo
cation of the cost of investigating and remediating the
site at 3210 Porter Drive and the bordering site at 3300
Hillview Avenue. Final settlement agreements are ex
pected to be signed in fiscal 1997.
Management believes that the Company’s probable,
nondiscounted net liability at September 28, 1996 for re
maining costs associated with the above environmental
matters is $0.8 million which has been previously ac
crued. This amount consists of total estimated probable
costs of $2.1 million ($0.3 million Included in accrued ex
penses and $1.8 million included in other long-term li
abilities) reduced by minimum probable recoveries of
$1.3 million included in Other Assets from other parties
named to the order.
CRANE CO. (DEC)
NOTES TO FINANCIAL STATEMENTS
Contingencies (In Part)
The company continues to be involved in various reme
diation actions to clean up hazardous wastes as required
by federal and state laws. Estimated future environ
mental remediation cost was $16 million at December
31, 1996, which was fully accrued. Not Included in the
accrual is the cost of cleaning one site for approximately

$3.6 million for which a full escrow was established when
the property was acquired in 1993. The company spent
$2.5 million on environmental costs in 1996, and expects
to pay remediation costs of approximately $3.5 million in
1997. The annual level of future remediation expendi
tures is difficult to estimate because of the many uncer
tainties relating to conditions of individual sites as well as
uncertainties about the status of environmental laws and
regulations and developments in remedial technology;
however, the required remedial actions being imple
mented or engineered are not, individually or in the ag
gregate, expected to be material.
The company has also been advised by the Environ
mental Protection Agency (EPA) that it is a potentially re
sponsible party (PRP) with respect to the Roebling Steel
Company Superfund site in Roebling, New Jersey pre
viously operated by a former subsidiary, CF&I Steel Cor
poration. The company has advised the EPA that it was
not an owner or operator of the site and has rejected all
assertions of PRP status.
Crane Co. is a defendant in a class action arising out
of the contamination of a creek in eastern Ohio by a
chemical pesticide sold under the trade name Mirex. This
chemical was not manufactured or sold by Crane but
was manufactured by another company, also a defen
dant, at a site adjacent to a Crane facility. The complaint
seeks compensatory damages of $10 million and a like
amount in punitive damages against Crane, and com
pensatory damages of $100 million and a like amount in
punitive damages against the manufacturer. Crane has
asserted crossclaims for contamination of its property
and for indemnification against any liability to the plain
tiffs against the manufacturer, its foreign parent company
and the seller of the pesticide that arranged for its manu
facture. It is expected that the lawsuit will be tried in late
1997. Based on data from environmental studies to date,
the company believes that it not only has meritorious de
fenses to the plaintiff’s class action but also has valid
claims against the other parties. Accordingly, the com
pany believes that these actions are not likely to have a
material effect on its results of operations or financial
condition.
DRAVO CORPORATION (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 8: Contingent Liabilities
The company has been notified by the federal Environ
mental Protection Agency (EPA) that the EPA believes
the company Is a potentially responsible party (PRP) for
the clean-up of soil and groundwater contamination at
four sub-sites in Hastings, NE. The Hastings site is one
of the EPA’s priority sites for taking remedial action un
der the Comprehensive Environmental Response, Com
pensation and Liability Act (CERCLA).
The company participated in an EPA-initiated alloca
tion proceeding for a municipal landfill sub-site to allo
cate shares of liability for past response costs and costs
of a proposed cap of the landfill. As part of this proceed
ing, the allocator conducted a mediation session which
resulted In a settlement among the EPA and the PRPs.
Pursuant to the settlement, the company agreed to pay
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$702,000 or 14.33 percent of the $4.9 million past costs
and estimated source control costs for this sub-site. In
exchange, the company received contribution protection
against third-party claims as well as a covenant from the
EPA not to sue for its past and future response costs at
this sub-site.
The company has also been notified by the EPA that
the EPA considers it a PRP at another municipal landfill
in Hastings. At least three other parties (including the
City of Hastings) are considered by the EPA to be PRPs
at this second sub-site. At this sub-site, the company has
concluded that the City of Hastings is primarily responsi
ble for proper closure of the landfill and the remediation
of any release of hazardous substances. In January
1994, the EPA invited the company and the other PRPs
to make an offer to conduct a remedial investigation and
feasibility study (RI/FS) of this sub-site and stated that
the EPA was in the process of preparing a work plan for
the RI/FS. None of the PRPs has volunteered to under
take the RI/FS.
With respect to the third sub-site, the company and
two other PRPs have been served with administrative or
ders directing them to undertake soil remediation and in
terim groundwater remediation at that sub-site. The
company is currently complying with these orders while
reserving its right to seek reimbursement from the United
States for its costs if it is determined it is not liable for re
sponse costs or if it is required to incur costs because of
arbitrary, capricious or unreasonable requirements im
posed by the EPA.
The EPA has taken no legal action with respect to Its
demand that the company and the other PRPs pay its
past response costs. A total of five parties have been
named by the EPA as PRPs at this sub-site, but two of
them have been granted de minimis status. The com
pany believes other persons should also be named as
PRPs.
The fourth sub-site is a former naval ammunition depot
which was subsequently converted to an industrial park.
The company and its predecessor owned and operated a
manufacturing facility in this industrial park. To date, the
company’s investigation indicates that it did not cause
the release of hazardous substances at this sub-site dur
ing the time it owned and operated the facility. The
United States has undertaken to conduct the remediation
of this sub-site.
In addition to sub-site clean-up, the EPA is seeking a
clean-up of area-wide contamination associated with all
of the sub-sites in and around Hastings, NE. The com
pany, along with other Hastings PRPs, has recom
mended that the EPA adopt institutional controls as the
area-wide remedy in Hastings. The EPA has indicated
some interest in this proposal but has decided to first
conduct an area-wide remedial investigation before
choosing a remedy.
On August 10, 1992, the company filed suit in the Ala
bama District Court against its primary liability insurance
carriers and one of its predecessor’s insurers, seeking a
declaratory judgment that the company is entitled to a
defense and indemnity under its contracts of insurance
(including certain excess policies provided by one of the
primary carriers) with regard to the third Hastings sub
site. On motion of the defendant insurance carriers, the
suit was transferred to the District Court for the Western
District of Pennsylvania on October 31, 1996. The com

pany has settled the claim against its predecessor’s in
surer, but the case against the company’s insurers is still
in litigation. An award of punitive damages is also being
sought against the company’s insurers for their bad faith
in failing to investigate the company’s claim and/or deny
ing the company’s claim. The company has notified its
primary and excess general liability carrier, as well as the
excess carrier of its predecessor, of the receipt of its no
tice of potential liability at the second and fourth sub
sites.
Estimated total clean-up costs, including capital out
lays and future maintenance costs for soil and groundwater remediation of approximately $14 million, are
based on independent engineering studies. Included in
the discontinued operations provision is the company’s
estimate that it will participate in 33 percent of these re
mediation costs. The company’s estimated share of the
costs is based on its assessment of the total clean-up
costs, its potential exposure, and the viability of other
named PRPs. These estimates are, by their nature, un
certain and dependent upon numerous factors, any of
which could cause actual results to differ materially from
projected amounts.
Other claims and assertions made against the com
pany will be resolved, in the opinion of management,
without material additional charges to earnings.
EASTMAN KODAK COMPANY (DEC)
NOTES TO FINANCIAL STATEMENTS
Note 1 (In Part): Significant Accounting Policies
Environmental Costs
Environmental expenditures that relate to current opera
tions are expensed or capitalized, as appropriate. Reme
diation costs that relate to an existing condition caused
by past operations are accrued when it is probable that
these costs will be incurred and can be reasonably esti
mated.
Note 10 (In Part): Commitments And Contingencies
Expenditures for pollution prevention and waste treat
ment for continuing operations at various manufacturing
facilities were as follows:
(In millions)
Recurring costs fo r managing
hazardous substances and
pollution
Capital expenditures to lim it or
m on itor hazardous substances
and pollutants
Site rem ediation costs
Total

1996

1995

1994

$76

$72

$83

37
3

31
3

36
3

$116

$106

$122

At December 31, 1996 and 1995, the Company’s ac
crued liabilities for environmental remediation costs
amounted to $106 million and $114 million, respectively.
The Company expects these recurring and remedia
tion costs and capital expenditures to increase in the fu
ture. It is not expected that these costs will have an
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impact materially different from 1996’s environmental ex
penditures on the Company’s financial position, results
of operations, cash flows or competitive position.
In October 1994, the Company, the Environmental
Protection Agency (EPA), and the U.S. Department of
Justice announced the settlement of a civil complaint al
leging noncompliance by the Company with federal envi
ronmental regulations at the Company’s Kodak Park
manufacturing site in Rochester, New York, The Com
pany paid a penalty of $5 million. A Consent Decree was
signed under which the Company is subject to a Compli
ance Schedule by which the Company will improve its
waste characterization procedures, upgrade one of its in
cinerators, and evaluate and upgrade its industrial sewer
system. The total expenditures required to complete this
program are currently estimated to be approximately $70
million over the next seven years. These expenditures
are capital in nature.
The Company has been designated as a potentially re
sponsible party (PRP) under the Comprehensive Envi
ronmental Response, Compensation, and Liability Act of
1980, as amended (the Superfund law), or under similar
state laws, for environmental assessment and cleanup
costs as the result of the Company’s alleged arrange
ments for disposal of hazardous substances at approxi
mately twenty Superfund sites. With respect to each of
these sites, the Company’s actual or potential allocated
share of responsibility is small. Furthermore, numerous
other PRPs have similarly been designated at these
sites and, although the law imposes joint and several li
ability on PRPs, as a practical matter, costs are shared
with other PRPs. Settlements and costs paid by the
Company in Superfund matters to date have not been
material. Future costs are also not expected to be mate
rial to the Company’s financial position or results of op
erations.
In addition to the foregoing environmental actions, the
Resource Conservation and Recovery Act (RCRA) Facil
ity Assessment (RFA) pertaining to the Kodak Park site
in Rochester, N.Y. is nearly complete and the Company
has completed a broad-based assessment of the site in
response to the RFA. While future expenditures associ
ated with any remediation activities could be significant,
the Company is currently in the process of completing
the RCRA Facility Investigations (RFI). Upon completion
of the RFI, the Company expects to have developed esti
mates of the required remediation costs.
The Clean Air Act Amendments were enacted in 1990.
Expenditures to comply with the Clean Air Act imple
menting regulations issued to date have not been mate
rial and have been primarily capital in nature. Future
capital expenditures cannot be reasonably estimated at
the present time, as certain of the regulations of this Act
have not been issued.
The Company has retained certain obligations for envi
ronmental remediation matters related to the non-imag
ing health businesses sold in 1994. Actions to fulfill these
obligations are not expected to be completed in the near
term and costs related to the obligations are included in
remediation accruals recorded at December 3 1 , 1996.

EKCO GROUP, INC. (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
13 (In Part): Commitments and Contingencies
Environmental Matters
From time to time, the Company has had claims as
serted against it by regulatory agencies or private parties
for environmental matters relating to the generation or
handling of hazardous substances by the Company or its
predecessors and has incurred obligations for investiga
tions or remedial actions with respect to certain of such
matters. While the Company does not believe that any
such claims asserted or obligations incurred to date will
result in a material adverse effect upon the Company’s fi
nancial position, results of operations or liquidity, the
Company is aware that at its facilities at Massillon and
Hamilton, Ohio; Easthampton, Massachusetts; Chicago,
Illinois; Lititz, Pennsylvania and at the previously owned
facility in Hudson, New Hampshire hazardous sub
stances and oil have been detected and that additional
investigation will be, and remedial action will or may be,
required. Operations at these and other facilities cur
rently or previously owned or leased by the Company
utilize, or in the past have utilized, hazardous sub
stances. There can be no assurance that activities at
these or any other facilities owned or operated by the
Company or future facilities may not result in additional
environmental claims being asserted against the Com
pany or additional investigations or remedial actions be
ing required.
In connection with the acquisition of Kellogg by the
Company in 1993, the Company engaged environmental
engineering consultants (“Consultants”) to review poten
tial environmental liabilities at all of Kellogg’s properties.
Such investigation and testing resulted in the identifica
tion of likely environmental remedial actions, operation,
maintenance and ground water monitoring and the esti
mated costs thereof. Management, based upon the engi
neering studies, originally estimated the total remediation
and ongoing ground water monitoring costs to be ap
proximately $6.0 million, including the effects of inflation,
and accordingly at that time, recorded a liability of ap
proximately $3.8 million, representing the undiscounted
costs of remediation and the net present value of future
costs discounted at 6%. Based upon the most recent
cost estimates provided by the Consultants, the Com
pany believes the total remaining remediation and com
pliance costs will be approximately $1.8 million and the
expense for the ongoing operation, maintenance and
ground water monitoring will be approximately $12,500
for fiscal 1997 and approximately $12,500 to $25,000 for
each of the thirty years thereafter. As of December 29,
1996, the liability recorded by the Company was approxi
mately $3.4 million. Although the current estimated costs
of remediation are less than the liability recorded at De
cember 29, 1996, the Company does not consider any
adjustment to be prudent at this time given the inherent
uncertainties involved in completing the remediation
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processes. The Company expects to pay approximately
$110,500 of the remediation costs in fiscal 1997 with the
balance being paid out in fiscal 1998 and fiscal 1999.
During Fiscal 1996, the Company paid approximately
$147,000 of such costs. The estimates may sub
sequently change should additional sites be identified or
further remediation measures be required or undertaken
or interpretation of current laws or regulations be modi
fied. The Company has not anticipated any insurance
proceeds or third-party payments in arriving at the above
estimates.
HONEYWELL INC. (DEC)
NOTES TO FINANCIAL STATEMENTS
Note 20 (In Part): Contingencies
Environmental Matters. Honeywell’s manufacturing sites
generate both hazardous and nonhazardous wastes, the
treatment, storage, transportation and disposal of which
are subject to various local, state and federal laws relat
ing to protection of the environment. Honeywell is in
varying stages of investigation or remediation of poten
tial, alleged or acknowledged contamination at currently
or previously owned or operated sites and at off-site lo
cations where its wastes were taken for treatment or dis
posal. In connection with the cleanup of various off-site
locations, Honeywell, along with a large number of other
entities, has been designated a potentially responsible
party (PRP) by the U.S. Environmental Protection
Agency under the Comprehensive Environmental Re
sponse, Compensation and Liability Act or by state agen
cies under similar state laws (Superfund), which poten
tially subject PRPs to joint and several liability for the
costs of such cleanup. In addition, Honeywell is incurring
costs relating to environmental remediation pursuant to
the federal Resource Conservation and Recovery Act.
Based on Honeywell’s assessment of the costs associ
ated with its environmental responsibilities, compliance
with federal, state and local laws regulating the dis
charge of materials into the environment, or otherwise
relating to the protection of the environment, has not had
and, in the opinion of Honeywell management, will not
have a material effect on Honeywell’s financial position,
net income, capital expenditures or competitive position.
Honeywell’s opinion with regard to Superfund matters is
based on its assessment of the predicted investigation,
remediation and associated costs, its expected share of
those costs, and the availability of legal defenses. Hon
eywell’s policy is to record environmental liabilities when
loss amounts are probable and reasonably estimable.

OUTBOARD MARINE CORPORATION (SEP)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 17 (In Part): Commitments and Contingent
Liabilities
Under the requirements of Superfund and certain other
laws, the Company is potentially liable for the cost of
clean-up at various contaminated sites identified by the
United States Environmental Protection Agency and
other agencies. The Company has been notified that it is
named a potentially responsible party (“PRP”) at various
sites for study and clean-up costs. In some cases there
are several named PRPs and in others there are hun
dreds. The Company generally participates in the investi
gation or clean-up of these sites through cost sharing
agreements with terms which vary from site to site. Costs
are typically allocated based upon the volume and nature
of the materials sent to the site. However, under Super
fund, and certain other laws, as a PRP the Company can
be held jointly and severally liable for all environmental
costs associated with a site.
Once the Company becomes aware of its potential li
ability at a particular site, it uses its experience to deter
mine if its probable that a liability has been incurred and
whether or not the amount of the loss can be reasonably
estimated. Once the Company has sufficient information
necessary to support a reasonable estimate or range of
loss for a particular site, an amount is added to the Com
pany’s aggregate environmental contingent liability ac
crual. The amount added to the accrual for the particular
site is determined by analyzing the site as a whole and
reviewing the probable outcome for the remediation of
the site. This is not necessarily the minimum or maxi
mum liability at the site but, based upon the Company’s
experience, most accurately reflects the Company’s li
ability based on the information currently available. The
Company takes into account the number of other partici
pants involved in the site, their experience in the reme
diation of sites and the Company’s knowledge of their
ability to pay.
As a general rule, the Company accrues remediation
costs for continuing operations on an undiscounted basis
and does not accrue for normal operating and mainte
nance costs for site monitoring and compliance require
ments. However, the Company does accrue for
environmental close-down costs associated with discon
tinued operations or facilities, including the environ
mental costs of operation and maintenance until
disposition. At September 30, 1996, the Company has
accrued approximately $14 million for costs related to re
mediation at contaminated sites including continuing and
closed-down operations. The possible recovery of insur
ance proceeds has not been considered in estimating
contingent environmental liabilities.
Each site, whether or not remediation studies have
commenced, is reviewed on a quarterly basis and the
aggregate environmental contingent liability accrual is
adjusted accordingly. Because the sites are reviewed
and the accrual adjusted quarterly, the Company is confi
dent the accrual accurately reflects the Company’s liabil
ity based upon the information available at the time.

Contingencies

RALSTON PURINA COMPANY (SEP)
NOTES TO FINANCIAL STATEMENTS
(Dollars in millions except per share data)
Commitments and Contingencies (In Part)
Legal and Environmental Matters
The operations of the Company, like those of the other
companies engaged in similar businesses, are subject to
various federal, state, and local laws and regulations in
tended to protect the public health and the environment,
including regulations related to air and water quality, un
derground fuel storage tanks and waste handling and
disposal. The Company has received notices from the
U.S. Environmental Protection Agency, state agencies,
and/or private parties seeking contribution, that it has
been identified as a “potentially responsible party” (PRP),
under the Comprehensive Environmental Response,
Compensation and Liability Act, and may be required to
share in the cost of cleanup with respect to 14 “Super
fund” sites. The Company’s ultimate liability in connec
tion with those sites may depend on many factors, in
cluding the volume of material contributed to the site, the
number of other PRP’s and their financial viability, and
the remediation methods and technology to be used.
In the opinion of management, based on the informa
tion presently known, the ultimate liability for all such
matters, together with the liability for all other pending le
gal proceedings, asserted legal claims and known poten
tial legal claims which are probable of assertion, taking
into account established accruals of $13.9 for estimated
liabilities, should not be material to the financial position
of the Company, but could be material to results of op
erations or cash flows for a particular quarter or annual
period.
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five years. Accrued liabilities for future claims are not dis
counted.
With respect to all outstanding claims of which the
Company is aware, accrued liabilities of $8.9 million and
$8.4 million were established at July 31, 1996 and 1995,
respectively. While the Company’s ultimate liability may
exceed or be less than the amounts accrued, the Com
pany believes that it is unlikely that it would experience
losses that are materially in excess of such estimated
amounts. As of July 31, 1996 and 1995, there were no
insurance recoverables or offset implications and there
were no claims by the Company being contested by in
surers.
JACOBS ENGINEERING GROUP INC. (SEP)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
6 (In Part): Commitments And Contingencies
The Company maintains insurance coverage for various
aspects of its business and operations. The Company
has elected, however, to retain a portion of losses that
occur through the use of various deductibles, limits and
retentions under its insurance programs. This situation
may subject the Company to some future liability for
which it is only partially insured, or completely uninsured.
The Company intends to mitigate any such future liability
by continuing to exercise prudent business judgment in
negotiating the terms and conditions of its contracts.
HERMAN MILLER, INC. (MAY)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Significant Accounting and Reporting Policies (In Part)

Insurance Coverage/Self-Insurance
JLG INDUSTRIES, INC. (JUL)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Commitments And Contingencies (In Part)
The Company is a party to personal injury and property
damage litigation arising out of incidents involving the
use of its products. The Company’s insurance program
for fiscal year 1996 was comprised of a self-insured re
tention of $5 million and catastrophic coverage of $20
million in excess of the retention. Catastrophic coverage
for fiscal year 1997 was increased to $25 million. The
Company contracts with an independent insurance firm
to provide claims handling and adjustment services. The
Company’s estimates with respect to claims are based
on internal evaluations of the merits of individual claims
and the reserves assigned by the Company’s inde
pendent insurance carrier. The methods of making such
estimates and establishing the resulting accrued liability
are reviewed frequently, and any adjustments resulting
therefrom are reflected in current earnings. Claims are
paid over varying periods, which generally do not exceed

Self Insurance - The company is partially self insured for
general liability, workers’ compensation, and certain em
ployee health benefits. The general and workers’ com
pensation liabilities are managed through a wholly
owned insurance captive; the related liabilities are in
cluded in the accompanying financial statements. The
company’s policy is to accrue amounts equal to the actu
arially determined liabilities. The actuarial valuations are
based on historical information along with certain as
sumptions about future events. Changes in assumptions
for such matters as legal actions, medical costs, and
changes in actual experience could cause these esti
mates to change in the near term.
NATIONAL SERVICE INDUSTRIES, INC. (AUG)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 4 (In Part): Commitments and Contingencies
Self Insurance
It is the policy of the company to self insure for certain in
surable risks consisting primarily of physical loss to prop
erty; business interruptions resulting from such loss; and
workers’ compensation, comprehensive general, and
auto liability. Insurance coverage is obtained for cata
strophic property and casualty exposures as well as
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those risks required to be insured by law or contract.
Based on an independent actuary’s estimate of the ag
gregate liability for claims incurred, a provision for claims
under the self-insured program is recorded and revised
annually. Based on the 1996 actuarial review, accruals
relating to prior years were reduced by $14,100,000 as a
result of improved claims experience. Expense associ
ated with the program was $13,677,000 in 1996,
$22,800,000 in 1995, and $25,588,000 in 1994.
VERITAS DGC INC. (JUL)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
10 (In Part): Commitments And Contingent Liabilities
During 1993 the Company purchased an occurrencebased workers compensation insurance policy. The pol
icy provides for a maximum deductible of $1.1 million,
$1.4 million and $1 million for the policy years ended Au
gust 31, 1994, 1995 and 1996, respectively. Manage
ment has evaluated the adequacy of the accrual for the
liability for incurred but unreported workers compensa
tion claims and has determined that the ultimate resolu
tion of any such claims would not have a materially ad
verse impact on the financial position of the Company.
WINNEBAGO INDUSTRIES, INC. (AUG)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 12 (In Part): Contingent Liabilities and
Commitments
The Company self-insures for a portion of product liability
claims. Self-insurance retention liability varies annually
based on market conditions and ranges from $2,500,000
to $5,000,000 per occurrence and $8,500,000 to
$12,000,000 in aggregate per policy year (fiscal 1988 to
fiscal 1996). Liabilities in excess of these amounts are
the responsibility of the insurer.

Possible Tax Assessments
BRUNSWICK CORPORATION (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
12 (In Part): Income Taxes
In December 1996, the Company received notification
that the income allocation and tax basis of assets distrib
uted from two partnership investments are being chal
lenged by the IRS. Should the IRS prevail, it may result
in a cash payment of up to approximately $60 million for
taxes due plus accrued interest. The Company strongly
disagrees with the IRS position and will vigorously con
test it. Although the outcome cannot be predicted with
certainty, it is not expected to have an unfavorable im
pact on the Company’s results of operations.

In January 1994, the Company reached an agreement
with the U.S. Internal Revenue Service regarding the is
sue of deductibility of approximately $500 million of ac
quired intangible assets. Under the terms of the
agreement, the IRS agreed to allow amortization deduc
tions for virtually all of the acquired intangible assets,
and the Company agreed to increase the amortization
lives of most of the acquired intangible assets.
The revised lives for the acquired intangible assets re
sulted in an initial obligation by the Company to pay the
IRS approximately $55 million representing taxes and in
terest, net of taxes for the years 1986 through 1993. This
agreement had no impact on the Company’s consoli
dated results of operations.
DOVER CORPORATION (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
12 (In Part): Contingencies
During 1994, the IRS completed its examination of the
Company’s 1990 and 1991 Federal income tax returns
and has proposed additional taxes aggregating $36.2
million plus interest which action is being vigorously con
tested by the Company. If ultimately the Company must
pay certain of these additional taxes, such taxes will be
recovered in future years.
During 1996, the IRS completed its examination of the
Company’s 1992 and 1993 Federal income tax returns
and has proposed additional taxes and penalties aggre
gating $18.6 million plus interest which action is being
vigorously contested by the Company.
EG&G, INC. (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
13 (In Part): Contingencies
During 1994, 1995 and 1996, the Company received no
tices from the Internal Revenue Service (IRS) asserting
deficiencies in federal corporate income taxes for the
Company’s 1985 to 1992 tax years. The total additional
tax proposed by the IRS amounts to $53 million plus in
terest. The Company believes that it has meritorious le
gal defenses to those deficiencies and believes that the
ultimate outcome of the case will not result in a material
impact on the Company’s consolidated results of opera
tions or financial position.
STANDARD COMMERCIAL CORPORATION (MAR)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
12 (In Part): Commitments and Contingencies
On May 1, 1993 a foreign subsidiary of the Company re
ceived notices of proposed tax adjustments of approxi
mately $4 million to its returns for the years 1985 through
1992. A special arbitrator ruled that the Company was li
able for taxes of $1.8 million for the years under review.
The Company has found fault with and appealed the rul
ing. The Company believes the assessments are without
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merit and intends to vigorously contest the proposed de
ficiencies, and that any adjustment which might result
would not have a material effect on the consolidated fi
nancial position of the Company.
TASTY BAKING COMPANY (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
9 (In Part): Commitments and Contingencies
In November, 1995, the company received a proposed
assessment from the Internal Revenue Service (“IRS”)
for employment taxes based on an assertion that during
the years 1990 through 1994 the company’s inde
pendent owner/operators were employees and not inde
pendent contractors. The company has filed a formal
Protest with the IRS and has held conferences with an
appeals officer of the IRS. The company believes that it
has good grounds for the defenses which it has asserted
and has a reasonable chance for favorable resolution on
all issues. At this time the company is unable to estimate
the possible loss, if any, that may be incurred as a result
of this proposed assessment. The ultimate outcome of
this period assessment may or may not have a material
impact on the company’s financial position or results of
operations.

Arbitration Proceedings
ARDEN GROUP, INC. (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
14. Arbitration Proceedings
Pursuant to an Asset Purchase Agreement dated Sep
tember 1, 1993 (the “Asset Purchase Agreement”), by
and among Telautograph, the Company and Danka In
dustries, Inc. (the “Purchaser”) and Danka Business Sys
tems PLC (“Danka”), on September 17, 1993 AMG Hold
ings, Inc. sold its communication equipment business
and substantially all the operating assets and certain li
abilities of such business to the Purchaser, a whollyowned indirect subsidiary of Danka, for a cash purchase
price of approximately $45,780,000 (which includes
$1,000,000 received for a covenant not-to-compete),
subject to certain post-closing adjustments. In fiscal
1993, AMG Holdings, Inc. booked a gain related to the
sale of approximately $620,000, net of income taxes of
$424,000.
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The purchase price and the gain are subject to adjust
ment after resolution of disputes which have arisen be
tween AMG Holdings, Inc. and Purchaser concerning the
assets and liabilities transferred to the Purchaser. As a
result of an arbitration hearing, in April 1994 the Com
pany was awarded $1,750,000 for parts inventory which
was purchased by Purchaser as part of the sale of the
Company’s communication equipment business in 1993.
The valuation of such inventory on the balance sheet at
the date of sale had been in dispute. No amount with re
spect to this inventory had been included in the 1993
gain from the sale of such business. Additionally, there is
a second arbitration with regard to certain items on the
closing balance sheet of the communication equipment
business which are being disputed. The Company be
lieves it is owed approximately $2,200,000 relating to the
sale. The Purchaser claims there should be a reduction
in the purchase price of approximately $11,000,000. The
recovery of each party’s related legal costs will also be
determined in a later arbitration. No income or expenses
related to the first arbitration award and no expenses re
lated to the second arbitration have been recognized in
the 1994 or 1995 statements of operations of the Com
pany. In 1996, arbitration costs which exceeded the first
arbitration award of $1,750,000, in the amount of
$456,000, net income tax benefits of $305,000, were ex
pensed as discontinued operations.
While the Company denies the Purchaser’s claims, the
ultimate outcome cannot be presently determined. The fi
nal outcome may or may not have a material impact on
the statement of operations in the year in which a deci
sion is rendered, however, the Company does not be
lieve adjustments resulting from this arbitration, if any,
will have a material positive or adverse impact on the
Company’s financial position. It is expected that a final
arbitration decision will be rendered in the first or second
quarter of 1997 and any award would be reflected in the
Company’s financial statements as an adjustment to the
purchase price of the communication equipment busi
ness sold in 1993.
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Repurchase Agreements

Possible Governmental Action

COLLINS INDUSTRIES, INC. (OCT)

MURPHY OIL CORPORATION (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

7 (In Part): Commitments and Contingencies

Note Q (In Part): Contingencies

(b) Repurchase Agreements — It is customary practice
for companies in the specialty vehicle industry to enter
into repurchase agreements with financing institutions to
provide floor plan financing for dealers. Generally, these
agreements provide for repurchase of products from the
financing institution at the original invoice price in the
event of dealer default.
Under these agreements, the Company’s repurchase
obligation is limited to vehicles which are in new condi
tion and as to which the dealer still holds title. At October
31, 1996, the Company had repurchase agreements
covering units with an aggregate invoice cost of approxi
mately $1,261,000.
The risk of loss under the agreements Is limited to the
risk that market prices for these products may decline
between the time of delivery to the dealer and time of re
purchase by the Company. The risk is spread over nu
merous dealers and the Company has not incurred
significant losses under these agreements. In the opinion
of management, any future losses under these agree
ments will not have a material adverse effect on the
Company’s financial position or results of operations.

The Company’s operations and earnings have been and
may be affected by various forms of governmental action
both in the U.S. and throughout the world. Examples of
such governmental action include, but are by no means
limited to: tax increases and retroactive tax claims; re
strictions on production; import and export controls; price
controls; currency controls; allocation of supplies of
crude oil and petroleum products and other goods; ex
propriation of property; restrictions and preferences af
fecting issuance of oil and gas or mineral leases; laws
and regulations intended for the protection and/or reme
diation of the environment; promotion of safety; and laws
and regulations affecting the Company’s relationships
with employees, suppliers, customers, stockholders, and
others. Because governmental actions are often moti
vated by political considerations, may be taken without
full consideration of their consequences, and may be
taken in response to actions of other governments, it is
not practical to attempt to predict the likelihood of such
actions, the form the actions may take, or the effect such
actions may have on the Company.

Stock Appreciation Guarantee
Breach of Warranty Claims
PAYCHEX, INC. (MAY)
MAYTAG CORPORATION (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note F (In Part): Commitments & Contingencies
Contingencies and Disclosure of Certain Risks and
Uncertainties (In Part)
The Company made various warranties to the buyer in
connection with the sale of its Australian Operations. In
the fourth quarter of 1996 the buyer asserted several
claims against the Company alleging breaches of a few
of those warranties, including a claim for future product
warranty costs which may be incurred associated with
certain products manufactured prior to the date of sale.
Based on the information currently available no estimate
of the potential loss can be made at this time.

The Company is contingently liable for the guaranteed
appreciation of unregistered common stock issued as
consideration in the September 29, 1995 acquisition of
The Payroll Company (d/b/a Payday). The Company
guarantees stock issued at $28.61 and not sold prior to
September 29, 2000, will appreciate by a minimum of
20% to $34.33, or by approximately $1,000,000, over the
five year period ending on September 29, 2000. The per
share market value of Paychex stock at May 31, 1996
was $44.00 (See Note I).
Note I (In Part): Merger Agreements
On September 29, 1995, the Company acquired all of
the outstanding stock of The Payroll Company, Inc.
(d/b/a Payday), a payroll services company, in exchange
for approximately 173,800 unregistered shares of Com
pany common stock with a fair value of $5,000,000 at the
date of acquisition. The agreement included a guarantee
that the stock issued in the acquisition, and not sold prior
to September 29, 2000, will appreciate by a minimum of
20% over the five year period ending on September 29,
2000 (See Note F).

Contingencies

Retiree Medical Benefits
TERRA INDUSTRIES INC. (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
12 (In Part): Commitments and Contingencies
The Corporation is contingently liable for retiree medical
benefits of employees of coal mining operations sold on
January 12, 1993. Under the purchase agreement, the
purchaser agreed to indemnify the Corporation against
its obligations under certain employee benefit plans. Due
to the Coal Industry Retiree Health Benefit Act of 1992,
certain retiree medical benefits of union coal miners have
become statutorily mandated, and all companies owning
50% or more of any company liable for such benefits as
of certain specified dates becomes liable for such bene
fits if the company directly liable is unable to pay them.
As a result, if the purchaser becomes unable to pay its
retiree medical obligations assumed pursuant to the
sale, the Corporation may have to pay such amount. The
Corporation has estimated the present value of contin
gent liabilities at approximately $9.8 million at December
31, 1996.
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CENTEX CORPORATION (MAR)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
L (In Part): Commitments and Contingencies
The Harrah’s New Orleans Casino contract was sus
pended in November 1995 due to a bankruptcy filing by
the Harrah’s Jazz Company partnership, the developer
of the casino. Centex and its subcontractors have claims
totaling nearly $40 million against the partnership for
completed but unpaid work. Centex’s liability to its sub
contractors is for less than the total claim. Centex has
filed a $40 million lawsuit against Harrah’s Entertain
ment, Inc., parent company of the major partner in the
partnership. Centex believes that it and its subcontrac
tors will ultimately recover substantially all of the
amounts owned to them.

Contingent Receivables
ADOLPH COORS COMPANY (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

GAIN CONTINGENCIES

Plaintiff Litigation
THE BOEING COMPANY (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Dollars in millions exceptper share data)
Note 7 (In Part): Taxes on Income
The Company has filed a suit in the United States Dis
trict Court for the Western District of Washington for the
refund of taxes and interest previously paid associated
with disputed assessments. The suit relates to the taxa
tion of export sales through the Company’s Domestic In
ternational Sales Corporation (DISC) and its Foreign
Sales Corporation (FSC) for the years 1979 through
1987. The Company has been unable to resolve these
issues within the Internal Revenue Service administrative
process. Successful resolution of this suit could result in
recovery of taxes and interest in excess of $400. Income
taxes have been settled with the Internal Revenue Serv
ice for all years through 1978, and Internal Revenue
Service field examinations have been completed through
1987. The Company believes adequate provision has
been made for all open years.

Note 12 (In Part): Commitments and Contingencies
Molson: On October 18, 1996, an arbitration panel ruled
that the licensing agreement terminated in 1993 when
Miller acquired its ownership interest in Molson. This rul
ing returns Canadian rights to all CBC brands to CBC
and requires Molson to compensate CBC for the period
beginning April 2 , 1993. Although CBC believes the com
pensation awarded will be significant, that compensation
cannot be quantified until the next phase of arbitration is
completed during 1997. Accordingly, no such compensa
tion has been reflected in the 1996 financial statements.
Also in its ruling, the arbitration panel found that Mol
son had underpaid royalties from January 1, 1991, to
April 1, 1993. Thus, Molson paid CBC $6.1 million in
cash (net of $680,000 of withholding taxes) during 1996
to cover the unpaid royalties plus interest. In January
1997, Molson filed an appeal to this phase of the arbitra
tion. Management believes the appeal is without merit.
CBC and Molson have agreed that Molson will con
tinue to brew and distribute CBC’s products for an in
terim period ending no earlier than July 1, 1997. Income
from the interim agreement is based upon actual CBC
brand sales volume in Canada and is reported as gross
sales in the accompanying financial statements.

Section 1: General

74

DRESSER INDUSTRIES, INC. (OCT)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

GENERAL MOTORS CORPORATION (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Note J (In Part): Commitments and Contingencies

Note 18 (In Part): Contingent Matters

Quantum Chemical Litigation
In October 1992 Quantum Chemical Corporation (“Quan
tum”) brought suit against the Company’s wholly owned
subsidiary, The M.W. Kellogg Company (“Kellogg”), al
leging that Kellogg negligently failed to provide an ade
quate design for an ethylene facility which Kellogg de
signed and constructed for Quantum and fraudulently
misrepresented the state of development of its Millisec
ond Furnace technology to be used in the facility. Quan
tum sought $200 million in actual damages and twice
that amount in punitive damages. Kellogg answered de
nying the claim and filed a counterclaim against Quan
tum alleging libel, slander, breach of contract and fraud.
The case was tried during 1995. On November 30, 1995
the Jury returned a verdict finding that there was no
fraud on the part of Kellogg, that Quantum’s claim was
barred by the statue of limitations, that Quantum is liable
for $4.3 million in breach of contract damages, that
Quantum is liable for $4.1 million in damages for theft of
trade secrets, and that Quantum is liable for $3.0 million
of Kellogg’s legal fees. Quantum has filed a motion for a
new trial and the case is now on appeal. The Company
has not recognized any income related to the jury
verdict.

Hughes has maintained a suit against the U.S. Govern
ment since September 1973, regarding the Govern
ment’s infringement and use of a Hughes patent (the
“Williams Patent”) covering “Velocity Control and Orien
tation of a Spin Stabilized Body,” principally satellites. On
June 17, 1994, the U.S. Court of Claims awarded
Hughes damages of $114 million. Because Hughes be
lieved that the record supported a higher royalty rate, it
appealed that decision. The U.S. Government, contend
ing that the award was too high, also appealed. On June
19, 1996, the Court of Appeals for the Federal Circuit af
firmed the decision of the Court of Claims which awarded
Hughes $114 million in damages, together with interest.
The U.S. Government petitioned the Court of Appeals for
the Federal Circuit for a rehearing. That petition was de
nied in October of 1996. The U.S. Government has filed
a petition with the U.S. Supreme Court seeking certiorari.
In the opinion of management of Hughes, there is a rea
sonable possibility that this matter could be resolved in
the nearterm. While no amount has been recorded in the
financial statements of Hughes to reflect the $114 million
award, a resolution of this matter could result in a gain
that would be material to the earnings of General Motors
attributable to Class H common stock.

GENERAL DYNAMICS CORPORATION (DEC)

RISKS AND UNCERTAINTIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Dollars in millions, exceptper share amounts)
M (In Part): Commitments And Contingencies
In March 1996, the company received a judgment for
$26 against the government in General Dynamics v.
U.S., a case tried in U.S. District Court for the Central
District of California. The company sued the government
under the Federal Tort Claims Act, alleging that the De
fense Contract Audit Agency negligently audited the Divi
sion Air Defense contract, which led to the company’s in
dictment in 1985. The indictment was later dropped. The
government has appealed the 1996 judgment. HMSC will
receive 30 percent of the net recovery as a result of its
purchase of the company’s missile business in 1992.
The company has not recognized any claim revenue
from this matter.

Statement of Position 94-6, issued by the Accounting
Standards Division of the American Institute of Certified
Public Accountants, requires reporting entities to dis
close information about the nature of their operations,
the use of estimates in preparing financial statements,
certain significant estimates, and vulnerabilities due to
certain concentrations. 590 survey companies disclosed
the use of estimates in preparing financial statements. Of
these disclosures, 577 were made as part of the sum
mary of significant accounting policies.
Examples of disclosures made by the survey compa
nies to conform to the requirements of SOP 94-6 follow.

Risks And Uncertainties

Nature Of Operations
HOMASOTE COMPANY (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 1 (In Part): Summary of Significant Accounting
Policies
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THE LAMSON & SESSIONS CO. (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note A (In Part): Accounting Policies

Description of Business: Homasote Company is in the
business of manufacturing insulated wood fibre board
and polyisocyanurate foam products and operates in
only one industry segment, the manufacture and sale of
rigid polyisocyanurate and structural insulating building
materials and packaging products for industrial custom
ers. Sales were distributed for 1996 and 1995 as follows:
building material wholesalers and contractors, approxi
mately 75% and industrial manufacturers, approximately
25%. The Company’s primary basic raw material,
wastepaper, is generally readily available from two sup
pliers with which the Company has purchase contracts
that expire in 2009. (See note 11)

Organization: The Company primarily is in one business
segment and is engaged in the manufacture and distri
bution of a broad line of thermpolastic electrical, telecom
munication and engineered sewer products. In addition,
the Company distributes a wide variety of consumer
electrical wiring devices and a variety of wireless electri
cal products. Products are sold primarily to national and
regional electrical distributors, power utilities, regional
Bell operating companies and other telecommunications
providers, national and regional retailers, and govern
ment and private builders of sewer and drainage sys
tems. Substantially all sales are made within North
America. Sales to a single customer totaled approxi
mately 13% in 1996 and approximately 12% in 1995 and
1994.

Note 11—Commitments

MORTON INTERNATIONAL, INC. (JUN)

The Company’s primary basic raw material, wastepaper,
is generally readily available from two suppliers with
which the Company has purchase contracts that expire
in 2009. Under the terms of the contracts, the Company
is required to make purchases at a minimum price per
ton, as defined, or at the prevailing market price, which
ever is greater. The contracts do not require minimum
quantity purchases by the Company. Purchases in 1996
and 1995 aggregated approximately $929,000 and
$1,147,000 respectively.
INTERNATIONAL FLAVORS & FRAGRANCES INC.
(DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 1 (In Part): Summary of Significant Accounting
Policies
Nature of Operations
The Company is the leading creator and manufacturer of
flavors and fragrances used by others to impart or im
prove flavor or fragrance in a wide variety of consumer
products. Fragrance products are sold principally to mak
ers of perfumes and cosmetics, hair and other personal
care products, soaps and detergents, household and
other cleaning products and area fresheners. Flavors are
sold primarily to makers of dairy, meat and other proc
essed foods, beverages, snacks and savory foods, con
fectionery, sweet and baked goods, pharmaceutical and
oral care products and animal foods.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Nature of Operations
Morton International, Inc. is an international organization
engaged in the manufacture and marketing of specialty
chemicals, automotive inflatable restraint systems and
salt. Specialty Chemicals is the largest segment, ac
counting for 44 percent of 1996 sales. Its major markets
include general industrial, packaging, construction, auto
motive, electronics, paper and printing, textiles, and pe
troleum, primarily in North America, Europe and Japan
but with growing activity in Southeast Asia. The Salt seg
ment contributed 17 percent of 1996 sales. It serves all
major North American salt markets with a complete line
of salt products. Automotive Safety Products represented
39 percent of 1996 sales and produces airbag inflators
and modules for all major U.S., European and Asian
automobile manufacturers.
Over 40 percent of the company’s revenues are gener
ated by sales to the automotive industry, which is made
up of a relatively small number of end customers. Al
though the company manufactures a number of products
for this industry, a significant disruption in the industry, a
significant change in demand or pricing, or a dramatic
change in technology could have a material effect on the
company.
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OWENS-ILLINOIS, INC. (DEC)
SUMMARY OF SIGNIFICANTACCOUNTING POLICIES
Nature of Operations. The Company is a leading manu
facture of glass container and plastic packaging products
operating in two industry segments. The Company’s prin
cipal product lines in the Glass Containers industry seg
ment are glass containers for the food and beverage in
dustries. Sales of the Glass Containers industry segment
were 72% of the Company’s 1996 consolidated sales.
The Company has glass container operations located in
fourteen countries, while the plastics and closures opera
tions are predominantly located in the United States. The
principal markets and operations for the Company’s
glass products are in the United States, Latin America
and Europe. The Company’s principal product lines in
the Plastics and Closures industry segment include plas
tic containers, plastic closures, plastic prescription con
tainers, labels, and multipack plastic carriers for bever
age containers. Major markets for the plastics and
closures products include the United States household
products, personal care products, health care products,
and food and beverage industries.
PRAXAIR, INC. (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 1 (In Part): Summary of Significant Accounting
Policies
Operations
Praxair, Inc. (Praxair or Company) was founded in 1907
and became an independent publicly traded company on
June 30, 1992. Praxair is the largest industrial gases
company in North and South America, and one of the
largest worldwide. The Company is also the world’s larg
est supplier of carbon dioxide. Praxair produces, sells
and distributes atmospheric, process and specialty
gases, and high-performance surface coatings to a di
verse group of industries including metal fabrication, pri
mary metals, chemicals, medical, electronics, oil and
gas, aerospace, food processing, glass, and pulp and
paper.
TRANSTECHNOLOGY CORPORATION (MAR)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
1 (In Part): Summary Of Accounting Principles
TransTechnology Corporation (the “Company”) devel
ops, manufactures and sells a wide range of products in
two industry segments, Specialty Fastener Products, and
Rescue Hoist and Cargo Hook Products. The Company
has manufacturing facilities located in the United States,
Germany, the United Kingdom and Brazil. The Specialty
Fastener Products Segment produces highly engineered
precision metal retaining rings, clamps, circlips, spring
pins and other fasteners for primarily the automotive,
heavy truck, industrial and toy markets, and accounted
for approximately 81 percent of the Company’s consoli

dated 1996 net sales. Through its Rescue Hoist and
Cargo Hook Products Segment, the Company develops,
manufactures, sells and services a complete line of so
phisticated lifting and restraining products-principally
helicopter rescue hoist and cargo hook systems, and
winches and hoists for aircraft and weapons systems,
and accounted for approximately 19 percent of the Com
pany’s consolidated 1996 net sales.

Use of Estimates
BLOUNT INTERNATIONAL, INC. (FEB)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 1 (In Part): Summary of Significant Accounting
Policies
Use of estimates:
The preparation of financial statements in conformity with
generally accepted accounting principles requires man
agement to make estimates and assumptions that affect
the reported amounts of assets and liabilities and disclo
sure of contingent assets and liabilities at the dates of
the financial statements and the reported amounts of
revenues and expenses during the reporting periods. Es
timates are used when accounting for the allowance for
doubtful accounts, inventory obsolescence, long-lived
assets, product warranty expenses, casualty insurance
costs, employee benefit plans, income taxes, discontin
ued operations and contingencies. It is reasonably possi
ble that actual results could differ significantly from those
estimates and significant changes to estimates could oc
cur in the near term.
THE DUN & BRADSTREET CORPORATION (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 1 (In Part): Summary of Significant Accounting
Policies
Estimates. The preparation of financial statements in
conformity with generally accepted accounting principles
requires management to make estimates and assump
tions that affect the reported amounts of assets and li
abilities and the disclosure of contingent assets and li
abilities at the date of the financial statements and the
reported amounts of revenues and expenses during the
period. Actual results could differ from those estimates.
Estimates are used in the determination of allowances
for doubtful accounts, depreciation and amortization,
computer software, employee benefit plans, taxes and
contingencies among others.

Risks And Uncertainties

THE GREAT ATLANTIC & PACIFIC TEA COMPANY
(FEB)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Summary of Significant Accounting Policies (In Part)
Use of Estimates
The preparation of financial statements in conformity with
generally accepted accounting principles requires man
agement to make estimates and assumptions that affect
the reported amounts of assets and liabilities and disclo
sures of contingent assets and liabilities at the date of
the financial statements and the reported amounts of
revenues and expenses during the reporting period. Ac
tual results could differ from those estimates.
The accompanying balance sheets include liabilities
with respect to self-insured workers’ compensation and
general liability claims. The Company determines the re
quired liability of such claims based upon various as
sumptions which include, but are not limited to, the
Company’s historical loss experience, industry loss
standards, projected loss development factors, projected
payroll, employee headcount and other internal data. It is
reasonably possible that the final resolution of some of
these claims may require significant expenditures by the
Company in excess of estimates over an extended pe
riod of time and in a range of amounts that cannot be
reasonably estimated.
LONE STAR INDUSTRIES, INC. (DEC)
NOTES TO FINANCIAL STATEMENTS
1 (In Part): Description of Operations and Significant
Accounting Policies
Use of Estimates — The preparation of financial state
ments in conformity with generally accepted accounting
principles requires management to make estimates and
assumptions that affect the reported amounts of assets
and liabilities and disclosure of contingent liabilities at
the date of financial statements and revenue and ex
penses during the periods reported. Estimates are used
when accounting for allowance for uncollectable ac
counts receivable, inventory obsolescence, depreciation,
employee benefit plans, taxes and contingencies, among
others. Actual results could differ from these estimates.
MAXXAM INC. (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
1 (In Part): Basis of Presentation and Summary of
Significant Accounting Policies
Use of Estimates and Assumptions
The preparation of financial statements in accordance
with generally accepted accounting principles requires
the use of estimates and assumptions that affect (i) the
reported amounts of assets and liabilities, (ii) disclosure
of contingent assets and liabilities known to exist as of
the date the financial statements are published and (iii)
the reported amount of revenues and expenses recog-
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nized during each period presented. The Company re
views all significant estimates affecting its consolidated
financial statements on a recurring basis and records the
effect of any necessary adjustments prior to their publi
cation. Adjustments made with respect to the use of esti
mates often relate to improved information not previously
available. Uncertainties with respect to such estimates
and assumptions are inherent in the preparation of the
Company’s consolidated financial statements; accord
ingly, it is possible that the subsequent resolution of any
one of the contingent matters described in Note 9 could
differ materially from current estimates. The results of an
adverse resolution of such uncertainties could have a
material effect on the Company’s consolidated financial
position, results of operations or liquidity.

SEAGATE TECHNOLOGY, INC. (JUN)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Summary of Significant Accounting Policies (In Part)
Accounting Estimates — The preparation of financial
statements in conformity with generally accepted ac
counting principles requires management to make esti
mates and assumptions that affect the amounts reported
in the financial statements and accompanying notes. Ac
tual results could differ materially from those estimates.
The actual results with regard to warranty expenditures
could have a material unfavorable impact on the Com
pany if the actual rate of unit failure or the cost to repair
a unit is greater than what the Company has used in es
timating the warranty expense accrual.
Give the volatility of the market, the Company makes
adjustments to the value of inventory based on estimates
of potentially excess and obsolete inventory after consid
ering forecasted demand and forecasted average selling
prices. However, forecasts are subject to revisions, can
cellations, and rescheduling. Actual demand will inevita
bly differ from such anticipated demand, and such
differences may have a material effect on the financial
statements.
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Significant Estimates
ALLEN TELECOM INC. (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 9 (In Part): Acquisitions and Dispositions
On August 26, 1996, as amended on January 15, 1997,
the Company’s subsidiary, MARTA Technologies, Inc.
(“MARTA”), which operates centralized automotive emis
sions testing programs, entered into a contract to trans
fer its Cincinnati, Ohio testing program to Envirotest Sys
tems Corp. (“Envirotest”). The Jacksonville, Florida
program is also subject to ongoing contract provisions
between MARTA and Envirotest under which that pro
gram may also be sold, under certain circumstances, to
Envirotest at some future date. The transaction has not,
as yet, been consummated. The contract is subject to a
number of pre-closing conditions including state govern
ment approval.
Pursuant to the terms of the agreement, the Company
will receive a stipulated amount, in cash, in exchange for
MARTA’S contractual rights to operate the Cincinnati,
Ohio program, and Envirotest will sub-lease from
MARTA the land and buildings as well as lease from
MARTA the testing equipment and other assets utilized
in the program. The leases would run through the re
maining initial term of the program, which terminates De
cember 31, 2005. The Company will account for such
leases as “operating leases” and will remain as primary
obligor under the existing land and buildings capitalized
lease obligation.
The Company has decided that it will exit the central
ized automotive emissions testing business. In the event
the aforementioned agreement for sale is not consum
mated, the Company will continue to endeavor to sell
MARTA’S operating programs, or operate them until the
termination of the respective contracts, and will not bid
upon or seek new emissions testing programs. The State
of Maryland program currently runs through April 30,
1998, and the State has options for two one-year exten
sions. The contract for the Jacksonville, Florida program
initially ran through March 31, 1998; however, the State
recently has decided to extend the program for two years
as provided in the contract. The Company will continue
to operate these programs pursuant to its contractual
commitments pending any disposal.
MARTA’S El Paso, Texas program was officially termi
nated in January 1996. MARTA has filed a claim with the
State and is proceeding with the settlement provisions
set forth in the contract with the State. The Company be
lieves that its contract provides for appropriate compen
sation and will pursue all remedies to protect its
interests. The recorded carrying amount of its investment
in the El Paso program is $7,892,000. MARTA is incur
ring certain additional costs (in particular, interest on the
carrying value of its investments) which, for financial re
porting purposes, are being expensed as incurred and
have been included in the claim. At this time, it is not
possible to predict the ultimate outcome of the settlement
process, or the timing of receipt of funds related thereto,
which is subject to appropriation by the State of Texas.

MARTA is also currently in discussions with the State
of Kentucky in connection with its contract to operate the
centralized automotive emissions testing program in
Northern Kentucky. This program was previously sus
pended by the State prior to implementation of an emis
sions testing program. MARTA has filed a lawsuit in
connection with its claim for compensation from the
State. The Company’s contract provides for the payment
of reasonable compensation on early termination of the
contract, which the Company contends has effectively
occurred. The recorded carrying amount of the invest
ment in the Kentucky program is approximately
$900,000. Similar to the aforementioned Texas program,
MARTA is incurring certain costs which have been ex
pensed for financial reporting purposes and which were
included in the claim filed with the State.
The Company has presented the centralized automo
tive emissions testing business as a discontinued opera
tion in the Consolidated Statements of Income. A
summary of the non-current assets of the business is as
follows (amounts in thousands):
Cincinnati, Ohio program :
Land and buildings under capital lease
Testing equipm ent and other costs
Carrying value of El Paso, Texas assets
Other

$15,283
14,100
7,892
4,756
$42,031

Discontinued operations include management’s best es
timate, based on the aforementioned proposed sale
transaction, of the loss from the disposal of the emis
sions testing business in the amount of $5,643,000, or
$3,724,000 after related tax benefit ($.14 per common
share). Actual results could differ from these estimates
and are dependent upon final determination of the con
tract terms of the sale of the Cincinnati, Ohio program to
Envirotest, the continuing efforts to sell or operate exist
ing programs, and resolution of claims against a number
of states. In addition, the proposed claims and settle
ments with the States of Texas and Kentucky could differ
in the near term from the recorded net asset values. In
this regard, MARTA’s claims are for amounts in excess
of the carrying value of the assets (representing costs in
curred and expensed both prior to and subsequent to ter
mination of the programs) but remain subject to continu
ing negotiations and the appropriation of funds by the
States.
CATERPILLAR INC. (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Dollars in millions exceptper share data)
1 (In Part): Summary of significant accounting policies
G. Use of estimates in the preparation of financial state
ments
The preparation of financial statements in conformity
with generally accepted accounting principles requires
management to make estimates and assumptions that
affect the reported amounts of assets, liabilities, sales,
expenses and disclosure of contingent liabilities. Actual
results could differ from these estimates.

Risks And Uncertainties

Warranty accruals and actuarially determined product
liability losses and postemployment benefits require the
use of significant estimates. The company believes the
techniques and assumptions used in establishing these
liabilities are appropriate.
Significant estimates are also used in the determina
tion of environmental liabilities, income taxes and plant
closing and consolidation costs, which are discussed in
the respective notes to the financial statements.
7 (In Part): Income taxes
Realization of deferred tax assets is dependent upon
taxable income within the carryback and carryforward
periods available under the tax laws. The company’s do
mestic operations have generated significant cumulative
profit over the last three years. Although realization of
the $1,285 of U.S. deferred tax assets in excess of de
ferred tax liabilities is not certain, management has con
cluded that it is “more likely than not” that the company
will realize the full benefit of U.S. deferred tax assets.
While, in the aggregate, the company’s foreign subsidiar
ies have also generated cumulative profit over the last
three years, certain foreign subsidiaries are still in net
operating loss carryforward positions. With the exception
of one subsidiary, there is not currently sufficient positive
evidence as required by SFAS 109 to substantiate rec
ognition of net deferred tax assets in the financial state
ments for those foreign subsidiaries in net operating loss
carryforward positions. Accordingly, a valuation allow
ance of $149 has been recorded. It is reasonably possi
ble that sufficient positive evidence could be generated
in the near term at one or more of these foreign subsidi
aries to support a reduction in the valuation allowance
and the resulting recognition of additional net deferred
tax assets.
21. Environmental matters
At this time, based on current regulations, the potential
impact of environmental regulation compliance on the
company’s capital expenditures, earnings and competi
tive position is not expected to be material.
The company is involved in a number of remediation
actions to clean up hazardous wastes as required by
federal and state laws. These laws often require respon
sible parties to fund remediation actions regardless of
fault, legality of original disposal or ownership of a dis
posal site. Under accounting guidelines, the company is
required to accrue and charge to income management’s
best estimate of future costs associated with these sites.
When there appears to be a range of possible costs with
equal likelihood, liabilities are based on the lower end of
that range. For 1996, the amount accrued for potential
clean-up costs is contained in “Accounts payable and ac
crued expenses” and represents an immaterial portion of
that line item. While the company may have rights of
contribution or reimbursement under insurance policies,
amounts that may be recoverable from other entities are
not considered in establishing the accrual.
In deciding upon amounts to be accrued for potential
environmental liability at a particular site, the company
looks at several factors including:
• prior experience regarding environmental remedia
tion at a similar site;
• experience of other companies at a similar site;
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• technology available for remediation at the time;
• the stage of remediation for the particular site (i.e.,
whether the site is at the identification stage or
whether a remedial investigation or feasibility study
has been conducted);
• documentation, if any, linking the company to a par
ticular site;
• the amount the company has been asked to con
tribute to a particular site; and
• aspects of the law under which the company is al
leged to be liable for clean up.
The company also looks at these factors in deciding
whether it could incur liabilities beyond those which it
has accrued for future remediation. It is difficult to esti
mate potential liability at sites in very early stages of re
mediation (of which the company has seven currently).
At this time, however, the company believes the likeli
hood of incurring any material environmental liability be
yond that accrued is remote.

E.l. DU PONT DE NEMOURS AND COMPANY
(DEC)
NOTES TO FINANCIAL STATEMENTS
(Dollars in millions, except per share)
25 (In Part): Commitments and Contingent Liabilities
The company is subject to various lawsuits and claims
with respect to such matters as product liabilities, gov
ernmental regulations and other actions arising out of the
normal course of business. While the effect on future fi
nancial results is not subject to reasonable estimation
because considerable uncertainty exists, in the opinion
of company counsel, the ultimate liabilities resulting from
such lawsuits and claims will not materially affect the
consolidated financial position of the company.
During 1991, the company initiated a stop-sale and re
call of Benlate® 50 DF-fungicide. About 60 of the more
than 700 cases filed against the company in connection
with the recall remain, the rest having been disposed of
by trial, dismissal or settlement. In the fourth quarter of
1995, DuPont and the other major defendants in litiga
tion concerning allegedly defective plumbing systems
made with polybutylene pipe and acetal fittings settled
two of several national class actions. The company’s li
ability in the settled actions is limited to 10 percent of the
cost of repairing plumbing systems up to a total company
payout of $120. The related liability for each of these
matters included in the Consolidated Balance Sheet is
not reduced by the amounts of any expected insurance
recoveries. Adverse changes in estimates for such costs
could result in additional future charges.
The company is also subject to contingencies pursuant
to environmental laws and regulations that in the future
may require the company to take further action to correct
the effects on the environment of prior disposal practices
or releases of chemical or petroleum substances by the
company or other parties. The company has accrued for
certain environmental remediation activities consistent
with the policy set forth in Note 1. At December 31,
1996, such accrual amounted to $586 and, in manage-
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merit’s opinion, was appropriate based on existing facts
and circumstances. Under adverse changes in circum
stances, potential liability may exceed amounts accrued.
In the event that future remediation expenditures are in
excess of amounts accrued, management does not an
ticipate that they will have a material adverse effect on
the consolidated financial position of the company.
EATON CORPORATION (DEC)

connection with environmental matters is not reasonably
likely to exceed the amounts recorded or disclosed in an
amount which would have a material adverse effect on fi
nancial condition, results of operations or liquidity.
FOSTER WHEELER CORPORATION (DEC)
NOTES TO FINANCIAL STATEMENTS
(In Thousands of Dollars, Except per Share
Amounts)

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
1 (In Part): Summary of Significant Accounting Policies
Protection of the Environment
The Company has been named a potentially responsible
party (PRP) under the Comprehensive Environment Re
sponse, Compensation and Liability Act and the Re
source Conservation and Recovery Act or similar state
and local laws and regulations at a number of waste dis
posal sites. Although these laws technically impose joint
and several liability upon each PRP at each site, the ex
tent of the Company’s required financial contribution to
the cleanup of these sites is expected to be limited
based on the number and financial strength of the other
named PRP’s and the volume and types of waste in
volved which might be attributable to the Company. The
Company is also involved in remedial response and vol
untary environmental cleanup expenditures at a number
of other sites which are not the subject of any Superfund
law proceeding, including certain currently-owned or for
merly-owned plants.
Environmental and related remediation costs are diffi
cult to quantify for a number of reasons including the
numbers of parties involved at many sites, the determi
nation of the extent of contamination, the length of time
remediation may require, the complexity of environ
mental regulation and the continuing advancement of re
mediation technology. The Company’s environmental
engineers, consultants and legal counsel have devel
oped estimates of these costs for each site. The Com
pany accrues the best estimates of these costs when it is
probable that a liability has been incurred. At December
31, 1996 and 1995, the balance sheet included an ac
crual for these costs (in millions) of approximately $35
and $38, respectively. The Company has rights of recov
ery from non-affiliated parties as to a portion of these
costs with regard to several of these sites. Management
estimates that these costs may reasonably be expected
to range up to approximately $52 million and that such
costs would be incurred over a period of several years.
This maximum of the range of estimated costs is less
than the $70 million estimate for 1995 due to the consid
eration of cost-sharing agreements, additional site data,
completion of clean-up or settlement of the liability, or the
passage of time with no regulatory activity. All of these
estimates are forward looking statements and given the
inherent uncertainties in evaluating environmental expo
sures, actual results can differ from these estimates.
Based upon the Company’s analyses and subject to
the difficulty in estimating these future costs, the Com
pany expects that any sum it may be required to pay in

Use of Estimates- The preparation of financial state
ments in conformity with generally accepted accounting
principles requires Management to make estimates and
assumptions that affect the reported amounts of assets
and liabilities and disclosure of contingent assets and li
abilities at the date of the financial statements and reve
nues and expenses during the period reported. Actual re
sults could differ from those estimates. Estimates are
used when accounting for long-term contracts, deprecia
tion, employee benefit plans, taxes, and contingencies
(see Note 13), among others.
13. Litigation And Uncertainties
In the ordinary course of business the Corporation and
its subsidiaries enter into contracts providing for assess
ment of damages for nonperformance or delays in com
pletion. Suits and claims have been or may be brought
against the Corporation by customers alleging deficien
cies in either equipment design or plant construction.
Based on its knowledge of the facts and circumstances
relating to the Corporation’s liabilities, if any, and to its in
surance coverage, Management believes that the dispo
sition of such suits will not result in charges materially in
excess of amounts provided in the accounts.
The Corporation and its subsidiaries, along with many
other companies, are codefendants in numerous lawsuits
pending in the United States. Plaintiffs claim damages
for personal injury alleged to have arisen from the expo
sure to or use of asbestos in connection with work per
formed by the Corporation and its subsidiaries during the
1970s and prior. At December 27, 1996, there were ap
proximately 92,600 (1995-77,700) claims pending. Ap
proximately 35,500 new claims were filed in fiscal 1996
and settlement costs not covered by the Corporation’s in
surance carriers were immaterial. The Corporation has
agreements with insurance carriers covering a substan
tial portion of potential costs relating to these exposures.
During the three-year period ended December 27, 1996,
the Corporation tried, settled or summarily disposed of
approximately 60,000 (1996-20,600) asbestos-related
claims. Approximately $72,000, substantially all of which
was reimbursed or will be reimbursed, were spent on as
bestos litigation defense and case resolution during the
three-year period (1994-$24,000; 1995-$21,000; 1996$27,000). The Corporation has recorded, with respect to
asbestos litigation, an asset relating to probable insur
ance recoveries and a liability relating to probable
losses. These assets and liabilities were estimated
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based on historical data developed in conjunction with
outside experts. Management of the Corporation has
carefully considered the financial viability and legal obli
gations of its insurance carriers and has concluded that
except for those insurers that have become or may be
come insolvent, the insurers will continue to adequately
fund claims and defense costs relating to asbestos litiga
tion (see Note 17).
In 1996, the Corporation completed the construction of
a recycling and waste-to-energy project for the Village of
Robbins, Illinois. A subsidiary of the Corporation, Rob
bins Resource Recovery Limited Partnership (the “Part
nership”), will operate this facility under a long-term
operating lease. By virtue of the facility qualifying under
the Illinois Retail Rate Law as a qualified solid waste-toenergy facility, it was to receive electricity revenues pro
jected to be substantially higher than the utility’s
“avoided cost.” Under the Retail Rate Law, the utility was
entitled to a tax credit against a state tax on utility gross
receipts and invested capital. The State was to be reim
bursed by the facility for the tax credit beginning after the
20th year following the initial sale of electricity to the util
ity. The State has repealed the Retail Rate Law insofar
as it applied to this facility. The Partnership is contesting
the Illinois legislature’s partial repeal of the Retail Rate
Law in court. In the event this litigation is not successful
and no other means are available to generate revenue
from the sale of electric power above that provided by
selling electricity at the “avoided cost,” there may be a
significant adverse financial impact on the operating re
sults of the project. However, based on reasonable fi
nancial and economic assumptions applied over the
operating life of the facility, Management of the Corpora
tion believes that should the litigation not be successful,
the financial impact on the operating results of the pro
ject will not result in a material adverse effect on the fi
nancial position of the Corporation.
The ultimate legal and financial liability of the Corpora
tion in respect to all claims, lawsuits and proceedings
cannot be estimated with certainty. As additional infor
mation concerning the estimates used by the Corpora
tion becomes known, the Corporation reassesses its
position both with respect to gain contingencies and ac
crued liabilities and other potential exposures. Estimates
that are particularly sensitive to future change relate to
legal matters which are subject to change as events
evolve and as additional information becomes available
during the administration and litigation process.
HILLENBRAND INDUSTRIES, INC. (NOV)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
1 (In Part): Summary of Significant Accounting Policies
Use of Estimates
The preparation of financial statements in conformity with
generally accepted accounting principles requires man
agement to make estimates and assumptions that affect
the reported amounts of certain assets and liabilities and
disclosure of contingent assets and liabilities at the date
of the financial statements and the reported amounts of
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revenue and expense during the reporting period. Actual
results could differ from those estimates. Refer to Notes
8 and 12 for discussion of certain significant estimates.
8 (In Part): Income Taxes
Remaining unutilized foreign loss carryforwards were ap
proximately $162 million and $136 million on November
30, 1996 and December 2, 1995 respectively. There is
not currently sufficient positive evidence as required by
SFAS No. 109 to substantiate recognition of net deferred
tax assets in the financial statements for those foreign
subsidiaries in net operating loss carryforward positions.
Accordingly, a valuation allowance of $50 million has
been recorded. It is reasonably possible that sufficient
positive evidence could be generated in the near term at
one or more of these foreign subsidiaries to support a re
duction in the valuation allowance and a resulting recog
nition of net deferred tax assets. Included in the deferred
tax valuation allowance is $7 million related to acquired
German loss carryforward benefits and German acquisi
tion purchase price allocation. The future reversal of this
portion of the valuation allowance will not be recognized
as an adjustment in the income statement.
Income tax benefits recorded in years 1990 through
1996 relative to certain expenses associated with the
Company’s corporate-owned life insurance program
have been reviewed by the Internal Revenue Service
(IRS). At the date of this report, the Company and the
IRS are requesting technical advice from the IRS’ na
tional office. The Company strongly believes such bene
fits were recorded in full compliance with existing and
prior tax law. However, it is reasonably possible that the
IRS may, in the near term, disallow the deductibility of
some of these expenses. The Company believes that the
ultimate amount of tax deductions disallowed, if any, will
not have a material adverse effect on financial condition
or cash flow.
12. Contingencies
On August 16, 1995, Kinetic Concepts, Inc., and Medical
Retro Design, Inc. (collectively, the “plaintiffs”), filed suit
against Hillenbrand Industries, Inc., and its subsidiary
Hill-Rom Company, Inc., In the United States District
Court for the Western District of Texas, San Antonio Divi
sion. The plaintiffs allege violation of various antitrust
laws including illegal bundling of products, predatory
pricing, refusal to deal and attempting to monopolize the
hospital bed industry. They seek monetary damages to
taling in excess of $269 million, trebling of any damages
that may be allowed by the court, and injunctions to pre
vent further alleged unlawful activities. The Company be
lieves that the claims are without merit and is aggres
sively defending itself against all allegations.
Accordingly, it has not recorded any loss provision rela
tive to damages sought by the plaintiffs. There was no
material change in the status of this litigation during the
fiscal year ended November 30, 1996.
The Company has voluntarily entered into remediation
agreements with environmental authorities, and has
been issued Notices of Violation alleging violations of
certain permit conditions. Accordingly, the Company is in
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the process of implementing plans of abatement in com
pliance with agreements and regulations. The Company
has also been notified as a potentially responsible party
in investigations of certain offsite disposal facilities. The
cost of all plans of abatement and waste site cleanups in
which the Company is currently involved is not expected
to exceed $10 million. The Company has provided ade
quate reserves in its financial statements for these mat
ters. Changes in environmental law might affect the
Company’s future operations, capital expenditures and
earnings. The cost of complying with these provisions is
not known.
The Company is subject to various other claims and
contingencies arising out of the normal course of busi
ness, including those relating to commercial transac
tions,
product
liability,
safety,
health,
taxes,
environmental and other matters. Management believes
that the ultimate liability, if any, in excess of amounts al
ready provided or covered by insurance, is not likely to
have a material adverse effect on the Company’s finan
cial condition, results of operations or cash flows.

terms and conditions are recorded upon shipment or
completion of specified tasks.
Amounts representing contracts change orders, claims
or other items are included in sales only when they can
be reliably estimated and realization is probable. Incen
tives or penalties and awards applicable to performance
on contracts are considered in estimating sales and profit
rates, and are recorded when there is sufficient informa
tion to assess anticipated contract performance. Incen
tive provisions which increase or decrease earnings
based solely on a single significant event are generally
not recognized until the event occurs.
When adjustments in contract value or estimated costs
are determined, any changes from prior estimates are re
flected in earnings in the current period. Anticipated
losses on contracts or programs in progress are charged
to earnings when identified.

LOCKHEED MARTIN CORPORATION (DEC)

Summary of Significant Accounting Policies (In Part)

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 1 (In Part): Summary of Significant Accounting
Policies
Basis of consolidation and use of estimate—
The consolidated financial statements include the ac
counts of wholly-owned and majority-owned subsidiaries.
All material inter-company balances and transactions
have been eliminated in consolidation. The preparation
of consolidated financial statements in conformity with
generally accepted accounting principles requires man
agement to make estimates and assumptions, in particu
lar estimates of anticipated contract costs and revenues
utilized in the earnings recognition process, that affect
the reported amounts in the financial statements and ac
companying notes. Actual results could differ from those
estimates.
Sales and earnings— Sales and anticipated profits un
der long-term fixed-price production contracts are re
corded on a percentage of completion basis, generally
using units of delivery as the measurement basis for ef
fort accomplished. Estimated contract profits are taken
into earnings in proportion to recorded sales. Sales un
der certain long-term fixed-price contracts which, among
other things, provide for the delivery of minimal quantities
or require a significant amount of development effort in
relation to total contract value, are recorded using the
percentage of completion cost-to-cost method of ac
counting where sales and profits are recorded based on
the ratio of costs incurred to estimated total costs at
completion.
Sales under cost-reimbursement-type contracts are re
corded as costs are incurred. Applicable estimated prof
its are included in earnings in the proportion that incurred
costs bear to total estimated costs. Sales of products
and services provided essentially under commercial

NORTHROP GRUMMAN CORPORATION (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Principles of Consolidation
The consolidated financial statements include the ac
counts of the corporation and its subsidiaries. All material
intercompany accounts, transactions and profits are
eliminated in consolidation.
The company’s financial statements are in conformity
with generally accepted accounting principles. The
preparation thereof requires management to make esti
mates and assumptions that affect the reported amounts
of assets and liabilities and the disclosure of contingen
cies at the date of the financial statements as well as the
reported amounts of revenues and expenses during the
reporting period. Estimates have been prepared on the
basis of the most current and best available information
and actual results could differ from those estimates.
Sales
Sales under cost-reimbursement, service, research and
development, and construction-type contracts are re
corded as costs are incurred and include estimated
earned fees or profits calculated on the basis of the rela
tionship between costs incurred and total estimated
costs (cost-to-cost type of percentage-of-completion
method of accounting). Construction-type contracts em
brace those fixed-price type contracts that provide for the
delivery at a low volume per year or a small number of
units after a lengthy period of time over which a signifi
cant amount of costs have been incurred. Sales under
other types of contracts are recorded as deliveries are
made and are computed on the basis of the estimated fi
nal average unit cost plus profit (units-of-delivery type of
percentage-of-completion method of accounting).
Certain contracts contain provisions for price redeter
mination or for cost and/or performance incentives. Such
redetermined amounts or incentives are included in sales
when the amounts can reasonably be determined. In the
case of the B-2 bomber production contract, future
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changes in operating margin will be recognized on a
units-of-delivery basis and recorded as each equivalent
production unit is delivered. Amounts representing con
tract change orders, claims or limitations in funding are
included in sales only when they can be reliably esti
mated and realization is probable. In the period in which
it is determined that a loss will result from the perform
ance of a contract, the entire amount of the estimated ul
timate loss is charged against income. Loss provisions
are first offset against costs that are included in assets,
with any remaining amount reflected in Other Current Li
abilities. Other changes in estimates of sales, costs, and
profits are recognized using the cumulative catch-up
method of accounting. This method recognizes In the
current period the cumulative effect of the changes on
current and prior periods. Hence, the effect of the
changes on future periods of contract performance is
recognized as if the revised estimates had been the
original estimates.
Contingencies (In Part)
In accordance with company policy on environmental re
mediation, the estimated cost to complete remediation
has been accrued where It is probable that the company
will incur such costs in the future, including those for
which it has been named a Potentially Responsible Party
by the Environmental Protection Agency or similarly des
ignated by other environmental agencies. To assess the
potential impact on the company’s financial statements,
management estimates the total reasonably possible re
mediation costs that could be incurred by the company,
taking into account currently available facts on each site
as well as the current state of technology and prior expe
rience in remediating contaminated sites. These esti
mates are reviewed periodically and adjusted to reflect
changes in facts and technical and legal circumstances.
Management estimates that at December 31, 1996, the
reasonable range of future costs for environmental reme
diation, including those sites acquired in the purchase of
ESG, is $63 million to $107 million, of which $64 million
has been accrued. Although management cannot predict
whether new information gained as projects progress will
materially affect the estimated liability accrued, manage
ment does not anticipate that future remediation expen
ditures will have a material adverse effect on the com
pany’s results of operations or financial position.

Vulnerability Due To Certain Concentrations
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approximately $18,800,000 or 9%, $20,100,000 or 10%
and $23,700,000 or 13% in 1996, 1995 and 1994, re
spectively.
The Company’s ten largest customers accounted for
approximately 57% of product, service, engineering, and
licensing revenue during fiscal 1996.
Medial Technology Products, consisting primarily of
electronic subsystems for medical imaging equipment,
accounted for approximately 71% of product, service, en
gineering, and licensing revenue during fiscal 1996.
ASHLAND INC. (SEP)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note A (In Part): Significant Accounting Policies
Risks and uncertainties
The preparation of Ashland’s consolidated financial
statements in conformity with generally accepted ac
counting principles requires Ashland’s management to
make estimates and assumptions that affect the reported
amounts of assets, liabilities, revenues and expenses,
and the disclosures of contingent assets and liabilities.
Significant items subject to such estimates and assump
tions include the carrying value of property, plant and
equipment, environmental accruals, income recognized
under construction contracts, and the ultimate realization
of deferred tax assets, among other items. Actual results
could differ from the estimates and assumptions used.
Ashland’s operations are affected by domestic and in
ternational political, legislative, regulatory and legal ac
tions. Such actions may include changes in the policies
of the Organization of Petroleum Exporting Countries or
other developments involving or affecting oil-producing
countries, including military conflict, embargoes, internal
instability or actions or reactions of the government of
the United States in anticipation of, or in response to,
such actions.
Domestic and international economic conditions, such
as recessionary trends, inflation, interest and monetary
exchange rates, as well as changes in the availability or
prices of crude oil, natural gas and petroleum products,
can have a significant effect on Ashland’s operations.
While Ashland accrues for anticipated liabilities and car
ries various levels of insurance, Ashland could be af
fected by civil, criminal, regulatory or administrative
actions, claims or proceedings relating to environmental
or other matters. In addition, climate and weather can
significantly affect Ashland in several of its operations,
such as its construction, natural gas, heating oil and coal
businesses.

ANALOGIC CORPORATION (JUL)
THE BOEING COMPANY (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
NOTES TO FINANCIAL STATEMENTS
13. Transactions with major customers and industries:
One export customer accounted for approximately
$30,000,000 or 14%, $27,700,000 or 14% and
$25,700,000 or 14% of total product, service, engineer
ing and licensing revenue in 1996, 1995 and 1994, re
spectively. Of the total product, service, engineering and
licensing revenue, one domestic customer accounted for

Note 21 (In Part): Industry Segment Information
The Company operates in two principal industries: com
mercial aircraft, and defense and space. Commercial air
craft operations principally involve development, produc
tion and marketing of commercial jet aircraft and
providing related support services, principally to the com
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mercial airline industry worldwide. Defense and space
operations principally involve research, development,
production, modification and support of military aircraft
and helicopters and related systems, space and missile
systems, rocket engines, and information services pri
marily through U.S. Government contracts. No single
product line in the defense and space segment repre
sented more than 10% of consolidated revenues, operat
ing profits or identifiable assets.
The commercial aircraft segment is subject to both op
erational and external business-environment risks. Op
erational risks that can seriously disrupt the Company’s
ability to make timely delivery of its commercial jet air
craft and meet its contractual commitments include exe
cution of internal performance plans, product
performance risks associated with regulatory certifica
tions of the Company’s commercial aircraft by the U.S.
Government and foreign governments, other regulatory
uncertainties, collective bargaining labor disputes, and
performance issues with key suppliers and subcontrac
tors. While the Company’s principal operations are in the
United States and Canada, some key suppliers and sub
contractors are located in Europe and Japan. External
business-environment risks include adverse governmen
tal export and import policies, factors that result in signifi
cant and prolonged disruption to air travel worldwide,
and other factors that affect the economic viability of the
commercial airline industry. Examples of factors relating
to external business-environment risks include the vola
tility of aircraft fuel prices, global trade policies, and
worldwide political stability and economic growth.
In addition to the foregoing risks associated with the
commercial aircraft segment, the defense and space
segment is subject to changing priorities or reductions in
the U.S. Government defense and space budget, and
termination of government action (termination for con
venience) or failure to perform (termination for default).
Civil, criminal or administrative proceedings involving
fines, compensatory and treble damages, restitution, for
feiture and suspension or debarment from government
contracts may result from violations of business and cost
classification regulations on U.S. Government contracts.
As of December 31, 1996, the Company’s principal
collective bargaining agreements were with the Interna
tional Association of Machinists and Aerospace Workers
(lAM) representing 31% of employees (current agree
ment expiring September 1999), Seattle Professional En
gineering Employees Association (SPEEA) bargaining
units representing 16% of employees (current agreement
expiring December 1999) and United Auto Workers
(UAW) representing 4% of employees (current agree
ment expiring September 1999).
DATA GENERAL CORPORATION (SEP)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 2 (In Part): Accounting Policies
Inventories. Inventories are stated at the lower of cost or
market. Cost is determined using the first in, first-out
method. Inventories consist primarily of components and
subassemblies and finished products held for sale. Rapid
technological change and new product introductions and

enhancements could result in excess or obsolete inven
tory. To minimize this risk, the company evaluates inven
tory levels and expected usage on a periodic basis and
records adjustments as required.
In a few instances, the company is dependent upon
certain vendors for the manufacture of significant compo
nents of its server and mass storage systems. If these
vendors were to become unwilling or unable to continue
to manufacture these products in required volumes, the
company would have to identify and qualify acceptable
alternative vendors. The inability to develop alternate
sources, if required in the future, could result in delays or
reductions in product shipments. With respect to solesourced materials, the company has not experienced
any problems relative to timeliness of product availability
or quality matters. To protect against such problems,
however, the company has generally implemented spe
cial inventory plans for these components. These plans
are designed to ensure that, if the sole-sourced supplier
were unable to meet the company’s requirements, there
would be sufficient inventory available to cover the time
required to re-engineer the product or develop an alter
native source of supply.
GTI CORPORATION (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 1 (In Part): Summary of Significant Accounting
Policies
Concentration of Credit Risk and Geographic Operations
— The Company invests a portion of its cash in debt in
struments of financial institutions throughout the world
with strong credit ratings and has established guidelines
relative to diversification and maturities that maintain
safety and liquidity. The Company has not experienced
any losses on its cash equivalents. The Company sells
its products to customers in diversified industries world
wide. The Company performs ongoing credit evaluations
of its customers’ financial condition and maintains allow
ances for potential credit losses. Actual losses have
been within management’s expectations and estimates.
At December 31, 1996, three large customers repre
sented approximately 14.7%, 14.4% and 10.7%, respec
tively, of the Company’s net accounts receivable bal
ance. A significant portion of the Company’s
manufacturing operations are concentrated in the Peo
ple’s Republic of China (the “PRC”) and the Philippines.
At December 31, 1996, a significant amount of the Com
pany’s physical inventories and equipment were concen
trated in two facilities located in the PRC and one facility
in the Philippines. There is one key component that the
Company uses in its manufacturing and assembly proc
ess that is currently available only from a single source.
There can be no assurance that this supplier will be able
to meet future demand for components in a timely and
cost-effective manner. The Company’s operating results
and customer relationships could be adversely affected
by either price increases or an interruption or reduction in
products shipped due to an interruption or reduction in
supply of any key components.
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HASBRO, INC. (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
16 (In Part): Segment Reporting
Other Information
Hasbro markets its products primarily to customers in the
retail sector. Although the Company closely monitors the
creditworthiness of its customers, adjusting credit poli
cies and limits as deemed appropriate, a substantial por
tion of its customers’ ability to discharge amounts owed
is dependent upon the retail economic environment.
Sales to the Company’s two largest customers, Toys R
Us, Inc. and Wal-Mart Stores, Inc., amounted to 22%
and 13%, respectively, of consolidated net revenues dur
ing 1996 and 21% and 12%, respectively, during each of
1995 and 1994.
Hasbro purchases certain components and accesso
ries used in its manufacturing process and certain fin
ished products from manufacturers in the Far East. The
Company’s reliance on external sources of manufactur
ing can be shifted, over a period of time, to alternative
sources of supply for products it sells, should such
changes be necessary. However, if Hasbro were pre
vented from obtaining products from a substantial num
ber of its current Far East suppliers due to political, labor
or other factors beyond its control, the Company’s opera
tions would be disrupted while alternative sources of
product were secured. The imposition of trade sanctions
by the United States against a class of products im
ported by Hasbro from, or the loss of “most favored na
tion” trading status by the Peoples Republic of China
could significantly increase the cost of the Company’s
products imported into the Untied States from China.
HEWLETT-PACKARD COMPANY (OCT)
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ners could have a severe near-term impact on the com
pany’s order growth, revenue growth, or results of opera
tions.
INTERNATIONAL MULTIFOODS CORPORATION
(FEB)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 18: Business and Credit Concentrations
The Company’s Venezuelan operations had net assets
of $86 million at February 29, 1996 and accounted for
34% of fiscal 1996 consolidated operating earnings be
fore unusual items. The Company’s operations in Vene
zuela are subject to risks inherent in operating under a
different legal and political system along with a difficult
economic environment. The inflation rate in Venezuela
for fiscal 1996 was 73% and the local currency experi
enced significant devaluation, as measured by both the
official rate, under a foreign exchange control system,
and the free-market exchange rate. Effective April 22,
1996, the Venezuelan government removed the foreign
exchange controls and eliminated the official exchange
rate. At April 23, 1996, the free-market exchange rate
was 471 bolivars to the U.S. dollar compared to 478 boli
vars to the U.S. dollar at February 29, 1996. The Com
pany has implemented product pricing strategies and
manages its net monetary asset exposure in order to
mitigate currency risks. During fiscal 1996, the Company
also operated under price controls, which affected most
of the Venezuelan operations’ products. In addition, the
Company’s Venezuelan operations are dependent on
raw material imports for many of its products.
The Company’s food exporting business sells food
products to Russia. The Company’s continued ability to
do business in this region may be affected by political
events or the economic stability of that region.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
NAVISTAR INTERNATIONAL CORPORATION (OCT)
Contingencies and Factors That Could Affect Future
Resuits (In Part)
Factors that could affect future results - A substantial
portion of the company’s revenues each year are gener
ated from the development, manufacture and rapid re
lease to market of high technology products newly intro
duced during the year. In the extremely competitive
industry environment in which the company operates,
such product generation, manufacturing and marketing
processes are uncertain and complex, requiring accurate
prediction of market trends and demand as well as suc
cessful management of various manufacturing risks in
herent in such products. Additionally, the company’s pro
duction strategy relies on certain key suppliers’ ability to
deliver completed products, subassemblies, and compo
nent parts in time to meet critical manufacturing and dis
tribution schedules, and its sales strategy on the ability
of certain third-party resellers to support sales channels
to the mass market effectively. In light of these depend
encies, it is reasonably possible that failure to success
fully manage a significant product introduction, failure of
certain key suppliers to deliver as needed, or failure of
certain resellers to remain customers and channel part

NOTES TO FINANCIAL STATEMENTS
12 (In Part): Commitments, Contingencies, Restricted
Assets, Concentrations and Leases
Concentrations
At October 31, 1996, the company employed 9,043
hourly workers and 5,143 salaried workers in the United
States and Canada. Approximately 91% of the hourly
employees and 23% of the salaried employees are rep
resented by unions. Of these represented employees,
89% of the hourly workers and 93% of the salaried work
ers are represented by the United Automobile, Aero
space, and Agricultural Implement Workers of America
(UAW) or the National Automobile, Aerospace, and Agri
cultural Implement Workers of Canada (CAW). The col
lective bargaining agreements with the UAW and the
CAW expire on October 1, 1998, and October 24, 1999,
respectively.
Reflecting higher consumer demand for light trucks
and vans, sales of mid-range diesel engines to a domes
tic automobile manufacturer have increased from 10% of
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consolidated sales and revenues in 1994 to 12% in 1995
and 14% in 1996.
PFIZER INC. (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Significant Accounting Policies (In Part)
The consolidated financial statements include the ac
counts of Pfizer Inc. and all significant subsidiaries (the
Company). Material intercompany transactions are elimi
nated. Certain reclassifications have been made to the
1995 and 1994 financial statements to conform to the
1996 presentation.
The preparation of the consolidated financial state
ments requires that management make estimates and
assumptions affecting reported amounts and disclosures.
Actual results could differ from those estimates.
The Company is subject to certain risks and uncertain
ties as a result of changes in the health care environ
ment, competition, foreign exchange, tax legislation and
other factors as discussed in “Prospective Information
and Factors That May Affect Future Results” beginning
on page 36.
FINANCIAL REVIEW
Prospective Information and Factors That May Affect
Future Results
The Securities and Exchange Commission encourages
companies to disclose forward-looking information so
that investors can better understand a company’s future
prospects and make informed investment decisions. This
annual report contains such forward-looking statements
that set out anticipated results based on management’s
plans and assumptions. Words such as “anticipate,” “es
timate,” “expects,” “projects,” and words and terms of
similar substance used in connection with any discussion
of future operating or financial performance identify these
forward-looking statements.
The Company cannot guarantee that any forward-look
ing statement will be realized, although it believes it has
been prudent in its plans and assumptions. Achievement
of future results are subject to risks, uncertainties and in
accurate assumptions. Should known or unknown risks
or uncertainties materialize, or should underlying as
sumptions prove inaccurate, actual results could vary
materially from those anticipated, estimated or projected.
Investors should bear this in mind as they consider for
ward-looking statements. Discussion of certain risks, un
certainties and assumptions follow and are discussed
under the heading entitled “Cautionary Factors That May
Affect Future Results” in Item 1 of the Company’s annual
report on Form 10-K for the year ended December 31,
1996, which will be filed at the end of March 1997. Prior
to the filing of the Form 10-K, reference should be made
to Exhibit 99 in the Company’s quarterly report on Form
10-Q for the quarter ended September 2 9 , 1996.
Competition and the Health Care Environment
In the U.S., many of the Company’s pharmaceutical
products are subject to increasing price pressures as
managed care groups, institutions and government

agencies seek price discounts. Federal and state gov
ernment efforts to reduce Medicare and Medicaid ex
penses are expected to increase the use of managed
care and to offer incentives to beneficiaries to join these
plans. This may result in managed care influencing pre
scription decisions for a larger segment of the popula
tion. International operations are also subject to increas
ing degrees of government regulations. It is expected
that pressures on pricing and operating results will con
tinue in 1997 as a result of market competition and
changes in the health care environment.
Feldene and Glucotrol have been subject to generic
competition since 1992 and 1994, respectively. The com
bined U.S. net sales of these products were $59, $95
and $203 million in 1996, 1995 and 1994, respectively.
In mid-1993, the FDA approved an NDA for a competi
tor’s sustained-release form of nifedipine for the treat
ment of hypertension. This product uses a different
delivery system from the patented technology used in
Procardia XL, the Company’s product, which is approved
for the treatment of hypertension and angina and which
has a delivery system that is patent-protected until 2003.
Other forms of sustained-release nifedipine have been
reported to be in various stages of development by other
companies. It is not possible to predict the timing and
impact of possible future competition on sales of
Procardia XL.
Calcium Channel Blockers
During 1995, the authors of several nonclinical studies
questioned the safety of calcium channel blockers, in
cluding the Company’s immediate release nifedipine
capsules. Although the clinical evidence supported the
safety of these medications, the FDA convened an advi
sory panel to review their safety. In January 1996, the
advisory panel recommended that labeling for immedi
ate-release nifedipine capsules—approved only to treat a
form of angina—be clarified. However, the advisory
panel specifically noted that there were no data which
questioned the safety of the newer sustained-release
and intrinsically long-acting calcium channel blockers
(such as the Company’s Procardia XL and Norvasc)
which are approved for both hypertension and angina
and are prescribed for the vast majority of American pa
tients on calcium channel blockers. The safety and effec
tiveness of these new long-acting calcium channel block
ers in lowering blood pressure and controlling angina are
supported by a large body of data from numerous stud
ies and the daily clinical experiences of physicians
around the world.
It is not possible for the Company to predict the im
pact, if any, of these nonclinical studies or the FDA
panel’s findings and recommendations on its future
sales, but the Company does not believe that it will have
a material, adverse effect on its financial position or re
sults of operations.
Foreign Exchange
Sales and earnings growth in 1997 could be impacted by
changes in foreign exchange rates. The Company man
ages its foreign exchange risk through a variety of
techniques. For further details, see the footnote “Finan
cial Instruments and Risk Management” beginning on
page 46.

Risks And Uncertainties

In 1997, in accordance with generally accepted ac
counting principles, the Company will change the func
tional currency of Its Mexican operations to the U.S.
dollar since the cumulative rate of Mexico’s inflation ex
ceeded 100% for the three-year period ending December
31, 1996. This change will not have a material effect on
the Company’s financial position or results of operations.
Tax Legislation
Pursuant to the Small Jobs Protection Act of 1996 (the
Act), Section 936 of the Internal Revenue Code (the pos
sessions corporation income tax credit) was repealed for
tax years beginning after December 31, 1995. The Act
provided that existing credit claimants, such as the Com
pany, are eligible to continue using the credit against the
tax arising from manufacturing income earned in a U.S.
possession for an additional ten-year period. The
amount of manufacturing income eligible for the credit
during this additional period is subject to a cap based on
prior years’ income earned by the Company in the pos
session. This ten-year extension period does not apply
to investment income earned in a possession, the credit
on which expired as of July 1 , 1996. This legislation does
not affect the amendments made to Section 936 by the
Omnibus Budget Reconciliation Act of 1993 which pro
vided for a five-year phase-down of the possession tax
credit from 100% to 40%. In addition, the 1996 Act ex
tended the R&D tax credit for 11 months effective July 1,
1996.
REPUBLIC GROUP INCORPORATED (JUN)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
2 (In Part): Industry Segments
During fiscal 1996, approximately 16% of the recycled
paperboard shipped by the mills was consumed by the
Company’s wallboard operations. Another 18% was
shipped to other unaffiliated gypsum wall board manu
factures. An adverse change in the construction industry
could have a material effect on the earnings of the Com
pany. Sonoco Products Company accounted for approxi
mately 10% of consolidated gross sales. The loss of this
customer could have a materially adverse effect on the
Company. However, the Company sells several different
products to over 25 different Sonoco locations in two op
erating divisions.
Republic Group Incorporated employs approximately
650 people, approximately 465 of whom are covered by
collective bargaining units with four labor unions. The ex
pirations of current bargaining agreements range from
1996 to 1999. The Company believes its relations with
employees are satisfactory.
RYMER FOODS INC. (OCT)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
16 (In Part): Concentration of Credit Risk and
Supplemental Sales Information
Sales to customers outside the United States were less
than 10% of consolidated sales in each year presented.
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Sales to three restaurant chains owned by Darden (for
merly General Mills) comprised approximately 14% of
the Company’s revenues from continuing operations in
both 1995 and 1994. During the first quarter of 1996,
Darden informed the Company that certain supply con
tracts would not be renewed for 1996.
Sales to one of the Company’s retail customers, Coun
try Fed Meat Company, Inc. (CFM), accounted for ap
proximately 12.2% of the Company’s revenues from
continuing operations in fiscal 1994. At the end of the
first quarter of 1995, certain issues between the Com
pany and CFM resulted in certain lawsuits being filed.
On June 28, 1995, the Company announced that it had
reached a settlement with CFM of the litigation pending
between the two companies. As a result of the settle
ment, all lawsuits between the companies were dis
missed and no further actions will be taken by either
company on these matters. The allowance for doubtful
accounts established prior to and during the Company’s
1995 second quarter contained sufficient amounts to re
solve the matters in dispute without additional charges to
operations during the third quarter of 1995. All terms of
the settlement are confidential. The Company does not
expect to have a supply relationship with CFM in the fu
ture.
Unit sales to two groups of the Company’s other cus
tomers, Bonanza and Ponderosa, together accounted for
approximately 28.6%, 23.1%, and 16.3% of the Com
pany’s consolidated unit sales from continuing opera
tions in fiscal 1996, 1995 and 1994, respectively.
Franchise rights for both Bonanza and Ponderosa are
owned by Metromedia, Inc. The Bonanza and certain of
the Ponderosa restaurants are independently owned and
operated.
The loss of any of the Company’s major customers, or
a substantial portion of these accounts, could have a
material adverse effect on the Company.
SAFEWAY INC. (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note H (In Part): Employee Benefit Plans and Collective
Bargaining Agreements
Collective bargaining agreements—At year-end 1996,
Safeway had approximately 119,000 full and part-time
employees. Approximately 90% of Safeway’s employees
in the United States and Canada are covered by collec
tive bargaining agreements negotiated with local unions
affiliated with one of 12 different international unions.
There are approximately 400 such agreements, typically
having three-year terms, with some agreements having
terms up to five years. Accordingly, Safeway negotiates
a significant number of these agreements every year.
Of Safeway’s approximately 107,000 unionized em
ployees, approximately 7,000 in four operating areas are
covered by labor contracts which are scheduled to expire
in 1997. In addition, there are contracts in one operating
area covering 10,000 employees that expired in 1996
and that have not yet been renewed. While Safeway be
lieves that its relationship with its employees is good,
there can be no assurance that contracts covering such
17,000 employees, or that labor contracts which come
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up for renewal after 1997, will be renewed. Failure to re
new significant contracts can lead to work stoppages that
could have an adverse effect on Safeway’s results of op
erations.
SOUTHDOWN, INC. (DEC)

during the 1980’s, many of the current imports are play
ing a supplementary rather than a disruptive role.
WAXMAN INDUSTRIES, INC. (JUN)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(In Thousands Except PerS hare Data)

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
1 (In Part): Summary of Significant Accounting Policies
17 (In Part): Commitments and Contingent Liabilities
Status of Antidumping Orders - In response to the surge
of unfairly priced imports, groups of U.S. industry partici
pants, including the Company, filed antidumping petitions
in 1989 against imports from Mexico and, in subsequent
years, against imports from certain other countries.
Based upon affirmative final determinations of the Inter
national Trade Commission and the Department of Com
merce (DOC), an antidumping order was imposed
against Mexican cement and clinker in 1990 and against
Japanese cement and clinker in 1991. In addition, in
February 1992, the DOC suspended antidumping and
countervailing duty investigations of cement and clinker
from Venezuela, based upon (i) the Venezuelan cement
producers’ agreement to revise their prices to eliminate
the dumping of gray portland cement and clinker from
Venezuela into the U.S. and (ii) the Venezuelan govern
ment’s agreement not to subsidize the Venezuelan ce
ment producers.
As a result of these orders, importers must tender anti
dumping duty cash deposits to the U.S. Customs Service
with each entry of cement or clinker from Mexico or Ja
pan equal to the customs value of the cement times the
cash deposit rate applicable to the exporter. In the case
of Japan, imports of cement and clinker have declined
precipitously since the imposition of antidumping duty
cash deposits. Imports from Mexico have continued. The
dumping margins and resulting rates of antidumping duty
cash deposits are subject to annual review by the DOC.
In addition, legislation passed by the U.S. Congress in
December 1994 requires the initiation of “sunset” reviews
of the antidumping orders prior to January 2000 to deter
mine whether these antidumping orders and the Vene
zuelan
suspension agreement should terminate or
remain in effect.
A substantial reduction or elimination of the existing
antidumping duties as a result of the World Trade Or
ganization, North American Free Trade Agreement, cur
rency devaluation or any other reason, or an influx of
low-priced cement from countries not subject to anti
dumping orders, could materially adversely affect the
Company’s results of operations. The Company, how
ever, is of the opinion an influx of low-priced cement im
ports from countries not subject to antidumping orders is
unlikely given the present circumstances in the U.S. mar
ket and the ownership profile of import terminals. U.S.
imports of foreign cement once again increased in the
mid-1990’s as U.S. cement consumption began its re
covery. The PCA has estimated that imports represented
approximately 14% of U.S. consumption in 1996 as com
pared with approximately 16% in 1995 and 13% in 1994.
During this recent period of strong demand, however, the
prices of cement imports have risen. Unlike the imports

C. Accounts Receivable
Accounts receivable are presented net of allowances for
doubtful accounts of $2,219, $1,422, $1,353, $1,352 and
$1,112 at June 30, 1996, 1995, 1994, 1993 and 1992,
respectively. Bad debt expense totaled $4,325 in 1996,
including $2.7 million of expense that was included in the
$14.8 million charge from the Company’s strategic re
view and reorientation of its operations, $692 in 1995,
$617 in 1994, $695 in 1993 and $562 in 1992.
The Company sells plumbing, electrical and hardware
products throughout the United States to D-l-Y retailers,
mass merchandisers, smaller independent retailers and
plumbing, electrical repair and remodeling contractors.
The Company performs ongoing credit evaluations of its
customers’ financial condition. Consumer Products’ larg
est customers, Kmart and its subsidiary, Builders
Square, accounted for 11% of the Company’s net sales
in 1996, 14% in 1995, 13% in 1994, 12% in 1993 and
11% in 1992 and, as a percentage of Consumer Prod
uct’s net sales, 42.3%, 43.6%, 35.9%, 35.6% and 30.6%
for 1996, 1995, 1994, 1993 and 1992, respectively. Dur
ing the same periods, the Company’s ten largest custom
ers accounted for approximately 23% of net sales in
1996, 24% in 1995, 25% in 1994, 23% in 1993 and 22%
in 1992, and approximately 26%, 25%, 28%, 26% and
25% of accounts receivable at June 30, 1996, 1995,
1994, 1993 and 1992, respectively.
The Company has been advised by Kmart that it is in
the process of conducting a review of its supply arrange
ments with its suppliers of plumbing and hardware prod
ucts, including Consumer Products, and will make a
decision regarding which vendors it will utilize by the end
of December 1996. Although the Company has had a
long relationship with Kmart, there can be no assurance
that this relationship will continue or as to the terms of
any relationship that does continue.
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FIRST BRANDS CORPORATION (JUN)

COMMITMENTS
Paragraph 18 of Statement of Financial Accounting
Standards No. 5 requires the disclosure of commitments
such as those for capital expenditures or an obligation to
restrict dividends. Table 1-12 lists the various commit
ments disclosed in the annual reports of the survey com
panies.
Examples of commitment disclosures follow.
TABLE 1-12: COMMITMENTS
Number of Companies
1996 1995 1994 1993
Dividend re strictio n s............................
Purchase agreem ents..........................
Capital e xp e n d itu re s............................
Em ploym ent c o n tra c ts .......................
Additional payments in
connection w ith an acquisition . . .
Licensing agreem ents..........................
Sales ag re e m e n ts.................................
O th e r-d e s c rib e d ...................................
N/C-Not Compiled.

332
98
91
31
21
17
23
49

356
99
93
37
33
20
13
50

355
98
88
37
22
N/C
12
54

369
90
86
37
20
N/C
11
58

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
8 (In Part): Long-term Debt
First Brands had the following long-term debt as of June
30, 1996 and 1995:
(In thousands)
Senior Debt (a):
$300,000,000 Revolving Credit
Facility, 5 year term expiring
December, 1999, interest at
prim e rate, LIBOR plus .30% or
CD rate plus .425% ; facility
fee of .20%
Other

Less current m aturities
Senior Debt
Subordinated Debt (b):
9⅛% Senior Subordinated
Notes due 1999
Total Long-term Debt

Obligations to Maintain Working Capital or
Restrict Dividends
CORNING INCORPORATED (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
16 (In Part): Commitments, Contingencies and
Guarantees
The ability of certain subsidiaries and associated compa
nies to transfer funds is limited by provisions of certain
loan agreements and foreign government regulations. At
December 31, 1996, the amount of equity subject to
such restrictions for consolidated subsidiaries totaled
$76.6 million. While this amount is legally restricted, it
does not result in operational difficulties since Corning
has generally permitted subsidiaries to retain a majority
of equity to support their growth programs. At December
31, 1996, loans of equity affiliates guaranteed by Corn
ing totaled $21.3 million.

1996

1995

$95,000
4,471

$60,000
7,191

99,471
(116)

67,191
(912)

99,355

66,279

100,000

100,000

$199,355

$166,279

(a) The Company’s credit facility has no com pensating balance re
quirements, however, it does have certain restrictive cove
nants, the m ost significant of w hich pertain to the ratio of debt
to equity, dividend payments and capital stock repurchases.
(b) During fiscal 1995, the Company repurchased, at a 15.8% pre
m ium , $45,000,000 of its previously outstanding 13¼ % Sub
ordinated Notes. The prem ium and unamortized issuance
costs, net of taxes, relating to the repurchased debt are re
flected as an extraordinary loss on the Company’s Consolidated
Statement of Income.

The 9⅛ % Senior Subordinated Notes (the “9⅛ %
Notes”) are redeemable at the option of the Company on
or after April 1, 1997 at par and become due in 1999.
The 9⅛ % Notes contain limitations of the Company’s
right to incur debt. Additionally, the 9⅛ % Notes Inden
ture has restrictive covenants or limitations on the pay
ment of dividends, the distribution or redemption of
capital stock, as well as limitations on Company and
subsidiary debt and limitations on the sale of assets. The
amount of unrestricted Retained Earnings available to
pay dividends was $141,761,000 at June 30, 1996.
First Brands was in compliance with all the covenants
of the senior and subordinated debt agreements at June
30, 1996.
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RYMER FOODS INC. (OCT)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
6 (In Part): Borrowings
The Senior Notes were issued pursuant to the Indenture
between the Company and Continental Stock Transfer &
Trust Company, as trustee (the Indenture). The Senior
Notes bear interest at 11% payable semi-annually in ar
rears on June 15 and December 15. Through December
15, 1996, the Company may issue additional Senior
Notes in payment of interest to the extent that the Com
pany lacks sufficient available cash (as defined in the In
denture) to pay the interest in cash. For interest paid by
the issuance of additional Senior Notes after June 15,
1993, and through December 15, 1996, the interest rate
will be increased to 18% per annum.
The following summarizes the most restrictive cove
nants of the Indenture. The Company is restricted from
paying cash dividends on its Stock. In addition, the Com
pany is limited as to the incurrance of additional debt and
as to capital expenditures and other acquisitions. The In
denture requires that Available Cash, as defined and un
der certain circumstances, be applied to the prepayment
of the outstanding principal of the Senior Notes. The In
denture also contains certain other covenants including
limitations on liens, requirements to maintain its status as
a reporting company under the Securities Exchange Act
and to maintain a stock exchange listing, restrictions on
transactions with affiliates and related persons, and
covenants to maintain assets and pay taxes. The Inden
ture also contains provisions whereby the Company is
considered to be in default under the Indenture if it is in
default under the terms of any of its other debt agree
ments.
SPX CORPORATION (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
15 (In Part): Notes Payable and Debt
Senior Subordinated Notes
In May 1994, the company issued $260,000 of senior
subordinated notes which bear interest of 11 3/4%, pay
able semi-annually and are due June 1, 2002. The notes
are redeemable at the option of the company after June
1, 1998 at a premium which declines to par in the year
2000 .

Restrictive Covenants
At December 31, 1996, the company was in compliance
with all restrictive covenants contained in the revolving
credit agreement, as amended, and the senior subordi
nated note indenture. Under the most restrictive of these
covenants, the company was required to:•
• Maintain a leverage ratio, as defined, of 75% or
less, declining on a graduated scale to 65% in
1999. At December 31, 1996, the ratio was 72%.
• Maintain an interest expense coverage ratio, as de
fined, of 2.25:1 or greater in 1996 rising on a gradu
ated scale to 3.50:1 or greater in 1998 and

thereafter. As of December 31, 1996, the ratio was
2.72:1.
• Maintain a fixed charge coverage ratio, as defined,
of 1.50:1 or greater in 1996, and 2:1 or greater
thereafter. As of December 31, 1996, the ratio was
1.97:1.
• Limit dividends paid during the preceding twelve
months to 10% of operating income plus deprecia
tion and amortization (EBITDA) for the twelve
month period. Dividends paid for the twelve month
period ended December 31, 1996 were $5,518 and
10% of EBITDA for the period was $8,643.
Covenants also limit capital expenditures, investments
and transactions with affiliates.

Purchase Contracts
DOW JONES & COMPANY, INC. (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 12 (In Part): Commitments and Contingencies
The company is obligated to purchase the 40.8% interest
in IDD Enterprises, L.P. [IDD] that it does not already
own upon the exercise of put options by IDD’s noncon
trolling partners. These options are exercisable in install
ments through the year 2001. The company’s purchase
obligation is approximately $14.2 million, but can vary
based on certain performance criteria.
GTI CORPORATION (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 7 (In Part): Commitments and Contingencies
Contingent Purchase of the Promptus Minority Interest—
Concurrent with the Promptus acquisition, the Company
and the minority shareholders of Promptus entered into
an agreement to govern the contingent purchase of the
remaining 28% of the outstanding capital stock of
Promptus. Under the agreement, beginning in January
1997 and each year thereafter through January 1999,
the minority shareholders of Promptus have the right, but
not the obligation, to require the Company to acquire the
remaining shares in predefined percentage increments;
and the Company has the right, but not the obligation, to
purchase the remaining shares. The price to be paid is
based upon a predetermined formula using a combina
tion of forecasted and actual results of Promptus for the
period January 1, 1997, through December 31, 1999.
The percentage increment established for the first mutual
put/call option in January 1997 may not exceed 30% of
the minority shares. In December 1996, the Company
and the minority shareholders agreed to amend the ex
isting agreement to postpone the first mutual put/call op
tion until the resolution of the Promptus divestiture. In
connection with Promptus’s purchase of 100% of the
Promptus shares held by the Company (see Note 2), the
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agreement governing the contingent purchase will be ter
minated, and the Company will have no future obligation
with respect to the contingent purchase of any outstand
ing capital stock of Promptus. However, if the Promptus
transactions are not consummated, then the above
agreement is still in effect and the Company and minority
shareholders will be required to agree upon a Promptus
forecast from January 1997 through December 1999. In
the event the two parties can not agree upon a forecast
for this three year period, the terms of the agreement re
quire the matter to be decided upon by an arbitrator. Due
to the pending close of the Promptus transactions, no
accounting recognition has been provided for this contin
gency in the accompanying consolidated financial state
ments. If the Promptus divestiture does not occur, the
put/call obligation could have a material and adverse ef
fect on the Company.
HORMEL FOODS CORPORATION (OCT)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
I (In Part): Commitments In order to ensure a steady
supply of hogs and turkeys and to keep the cost of prod
ucts stable, the company and its subsidiary, Jennie-0
Foods, Inc., have entered into contracts with producers
for the purchase of hogs and turkeys at formula-based
prices over periods of up to 11 years. Under these con
tracts, the company and Jennie-0 Foods are committed
at October 26, 1996, to purchase hogs and turkeys, as
suming current price levels, as follows:
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MIDWEST GRAIN PRODUCTS, INC. (JUN)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
NOTE 9: Energy Commitment
During fiscal 1995, the Company negotiated an agree
ment to purchase steam heat and electricity from a utility
for its Illinois operations. Steam heat will be purchased
for the next 15 years for a minimum monthly charge of
$114,000, with a declining fixed charge for purchases in
excess of the minimum usage. Electricity purchases will
occur at fixed rates through May 31, 2002. In connection
with the agreement, the Company leased land to the util
ity company for 15 years so it could construct a co-gen
eration plant at the Company’s Illinois facility. The Com
pany has also agreed to reimburse the utility for the net
book value of the plant if the lease is not renewed for an
additional 19 years. The estimated net book value of the
plant would be $10.6 million at the date.
As a result of the above agreements, the Board ap
proved the disposal of the coal boiler which previously
supplied the majority of the Illinois plant’s energy needs.
The Company recorded the estimated effect of the dis
posal as a non-recurring other expense of approximately
$5.0 million during the fiscal year ended June 3 0 , 1995.
MICROSOFT CORPORATION (JUN)
NOTES TO FINANCIAL STATEMENTS
Commitments and Contingencies (In Part)

(In Thousands)
1997
1998
1999
2000
2001
Later years

$

Total

$2,367,742

424,606
346,775
312,071
228,930
219,827
835,533

MEREDITH CORPORATION (JUN)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
15. (In Part): Commitments and Contingent Liabilities
Film rental contracts payable are noninterest-bearing,
and the amounts due in future fiscal years are $13.1 mil
lion in 1997; $6.0 million in 1998; $2.3 million in 1999;
and $1 million thereafter. The Company also is obligated
to make payments under contracts for programs not cur
rently available for use, and therefore not included in the
consolidated financial statements, in the amount of $25.9
million at June 30, 1996 ($40.7 million at June 30, 1995).
The portions of these payments due in succeeding years
are $6.3 million in 1997; $7.1 million in 1998; $6.4 million
in 1999; $4.4 million in 2000 and $1.7 million thereafter.

In connection with the Company’s communication infra
structure and the operation of The Microsoft Network, Mi
crosoft has certain communication usage commitments.
Future related minimum commitments, in millions of dol
lars, are; 1997, $65; 1998, $78; 1999, $106; 2000, $80;
and 2001, $11. Also, Microsoft has committed to certain
volumes of outsourced manufacturing of packaged prod
uct in the United States and has committed $293 million
for constructing new buildings.
OCCIDENTAL PETROLEUM CORPORATION (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 11. (In Part): Other Commitments and
Contingencies
At December 31, 1996, commitments for major capital
expenditures during 1997 and thereafter were approxi
mately $358 million.
Occidental has entered into agreements providing for
future payments to secure terminal and pipeline capac
ity, drilling services, electrical power, steam and certain
chemical raw materials. At December 31, 1996, the net
present value of the fixed and determinable portion of
the obligations under these agreements aggregated
$185 million, which was payable as follows (in millions):
1997—$30, 1998—$30, 1999—$24, 2000—$21, 2001 —
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$20 and 2002 through 2014—$60. Payments under
these agreements, including any variable component,
were $209 million in 1996, $190 million in 1995 and $188
million in 1994.

three years ended December 31, 1996, the Company
purchased caskets for $54,431, $48,828 and $47,098,
respectively, under this agreement.

PRAXAIR, INC. (DEC)

Capital Expenditures
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
NOTE 14 (In Part): Commitments and Contingencies
Praxair’s 60%-owned Italian subsidiary has entered into
two unconditional long-term purchase agreements,
signed in 1989 and 1992, for oxygen and nitrogen to be
used to supply existing merchant liquid customers. Obli
gations in connection with financing under these agree
ments total $39 million ($25 million on a present value
basis), with annual obligations of $5 million over the next
three years and $3 million over the succeeding two
years. Total purchases of product in 1996, 1995 and
1994, including other amounts purchased under these
agreements, were $9 million, $9 million and $8 million,
respectively.

AMCAST INDUSTRIAL CORPORATION (AUG)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
($ in thousands exceptper share data)
Commitments and Contingencies (In Part)
At August 31, 1996, the Company has committed to
capital expenditures of $9,624 in 1997, primarily for the
Engineered Components segment.

CHESAPEAKE CORPORATION (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

THE SCOTTS COMPANY (SEP)
13 (In Part): Commitments and Other Matters
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 12 (In Part): Commitments and Contingencies
Seed production agreements obligate the Company to
make future purchases based on estimated yields. Seed
purchases under production agreements for fiscal 1994,
1995 and 1996 were approximately $6,508,000,
$6,935,000 and $11,401,000, respectively. At September
30, 1996, estimated annual seed purchase commitments
were as follows:
Year Ending Sept 30, (in thousands)

1997
$16,246
1998
11,656
1999
6,089
2000 _____________________________________3,686

At December 31, 1996, commitments, primarily for capi
tal expenditures, approximated $53 million of the Com
pany’s 1997 capital spending estimate of $100 million.
These commitments include anticipated expenditures of
$7 million in 1997 related to environmental protection in
connection with planned expansions and upgrades
mainly at the Company’s tissue and kraft products mills.
The remaining commitments of $46 million are for vari
ous capital projects, none of which is individually mate
rial. Additional nondeterminable environmental protection
expenditures could be required in the future when facili
ties are expanded or if more stringent standards become
applicable.
LOWE’S COMPANIES, INC. (JAN)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

The Company has entered into a long-term contract
through 2000 for the purchase of certain raw materials.
Purchase commitments are approximately $15 million
annually.
SERVICE CORPORATION INTERNATIONAL (DEC)
NOTES TO FINANCIAL STATEMENTS
(In Thousands of Dollars, Exceptper Share Amounts)
Note Ten (In Part): Commitments
The Company has entered into a minimum purchase
agreement with a major casket manufacturer for its North
American operations. The agreement contains provisions
to increase the minimum annual purchases for normal
price increases and for the maintenance of product qual
ity. The agreement expires in 1998 and contains a re
maining purchase commitment of $108,834. During the

Note 14 (In Part): Commitments, Contingencies and
Litigation
The Company had purchase commitments at January
31, 1997, of approximately $43.5 million for land, build
ings and construction of facilities, and $16.6 million for
supplies and equipment.
LUKENS INC. (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Dollars in thousands
10 (In Part): Commitments and Contingencies
Commitments. At year-end 1996, purchase commitments
for capital expenditures were $8,203. Capital expendi
tures projected for 1997 are approximately $42,000.
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Lukens Steel Company has a long-term contract for the
supply of oxygen and related products to its facility in
Coatesville, Pennsylvania. The contract runs until 2007
and has take-or-pay provisions totaling $26,630 for the
remaining term. Annual minimum commitments are
$2,598, which can be adjusted for inflation.
SAFEWAY INC. (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note K (In Part): Commitments and Contingencies
Commitments. The Company has commitments under
contracts for the purchase of property and equipment
and for the construction of buildings. Portions of such
contracts not completed at year-end are not reflected in
the consolidated financial statements. These unrecorded
commitments were $39.6 million at year-end 1996.

TOSCO CORPORATION (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 17 (In Part): Commitments and Contingencies
The Company has employment agreements with certain
of its executive officers that provide for lump sum sever
ance payments and accelerated vesting of options upon
termination of employment under certain circumstances
or a change of control, as defined. The Company’s po
tential minimum obligation to eight officers was
$6,463,000 at December 31, 1996.

Additional Payments Related to Acquisitions
ANALYSIS & TECHNOLOGY, INC. (MAR)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Employment Contracts
GARAN, INCORPORATED (SEP)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 12—Employment Agreements
The Company maintains employment agreements with
four directors, three of whom are also officers of the
Company. The employment agreements contain change
in control provisions that would entitle each of the four di
rectors to receive up to 2.99 times his five year average
annual salary plus continuation of certain benefits if there
is a change in control in the Company (as defined) and a
termination of his employment. The maximum contingent
liability under these agreements in such event is approxi
mately $6,500,000. The employment agreements also
provide for severance benefits, disability and death
benefits and, as to one officer-director, consulting serv
ices under certain circumstances.
PALL CORPORATION (JUL)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(In thousands)
Contingencies and Commitments (In Part)
The Company has employment agreements with its ex
ecutive officers, the terms of which expire at various
times through July 31, 1999. Such agreements, which
have been revised from time to time, provide for mini
mum salary levels, adjusted annually for cost-of-living
changes, as well as for incentive bonuses that are pay
able if specified management goals are attained. The ag
gregate commitment for future salaries at August 3,
1996, excluding bonuses, was approximately $9,000.

11 (In Part): Commitments and Contingencies
Under the terms of the Design Systems & Services, Inc.
purchase agreement, the Company is committed to
make contingent payments up to $400,000 to the former
owner of the company. Contingent payments are based
on 15% of revenues derived from sales of a ship design
software product made between the purchase date and
April 30, 1999. The Company made contingent pay
ments to the former owner totaling $17,680 during fiscal
1996.
ARROW ELECTRONICS, INC. (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
2 (In Part): Acquisitions
In connection with certain acquisitions, the company may
be required to make additional payments that are contin
gent upon the acquired businesses achieving certain op
erating goals. During 1996 and 1995, the company made
additional payments of $9,675,000 and $14,884,000, re
spectively, which have been capitalized as cost in ex
cess of net assets of companies acquired.
FIRST DATA CORPORATION (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
NOTE 3 (In Part): Other Business Combinations and
Asset Acquisitions
The terms of certain of the Company’s acquisition agree
ments provide for additional consideration to be paid if
the acquired entity’s results of operations exceed certain
targeted levels. Targeted levels are generally set sub
stantially above the historical experience of the acquired
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entity at the time of acquisition. Such additional consid
eration is paid in cash and with shares of the Company’s
common stock, and is recorded when earned as addi
tional purchase price. Additional consideration was paid
totaling $26.6 million in 1996 (including 0.5 million shares
of common stock valued at $21.0 million), $10.0 million
in 1995 and $9.3 million in 1994. The maximum amount
of other remaining contingent consideration is $13 million
(payable through 2008).

Sale Of Assets Or Products
AMPHENOL CORPORATION (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(dollars in thousands)
Note 9 (In Part): Commitments and Contingencies
In December 1993, a subsidiary of the Company entered
into a four year agreement with a financial institution
whereby the subsidiary would sell an undivided interest
of up to $50,000 in a designated pool of qualified ac
counts receivable. Under the terms of the agreement,
new receivables are added to the pool as collections re
duce previously sold accounts receivable. The Company
services, administers and collects the receivables on be
half of the purchaser. Fees payable to the purchaser un
der this agreement are equivalent to rates afforded high
quality commercial paper issuers plus certain administra
tive expenses and are included in other expense, net in
the accompanying Consolidated Statement of Income.
The agreement contains certain covenants and provides
for various events of termination. In certain circum
stances the Company is contingently liable for the collec
tion of the receivables sold; management believes that
its allowance for doubtful accounts will be adequate to
absorb the expense of any such liability. At December
31, 1996 and 1995, approximately $50,000 in receiv
ables were sold under the agreement and are therefore
not reflected in the accounts receivable balance in the
accompanying Consolidated Balance Sheet at that date.
BELDING HEMINWAY COMPANY, INC. (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
3. Proposed Sale of Thread Division
On December 12, 1996, the Company announced an
agreement to sell the assets of the Thread division to
Hicking Pentecost PLC (“HP”) for $61.9 million including
the assumption of $6.9 million of liabilities. The proposed
sale transaction is subject to the approval of the Com
pany’s stockholders. In addition, the transaction is sub
ject to the condition that the opinions of the Company’s
investment banker shall not have been modified or with
drawn.

If the Sale transaction closes, the Company will record
the disposition of the Thread division as a discontinued
operation. The current estimate of loss to be recorded on
the disposal is approximately $11.3 million, including a
tax provision of $4.5 million. A tax provision is required
because the loss includes the write-off of approximately
$18.0 million of non-deductible goodwill. The actual loss
could differ significantly from this estimate depending on
operating results through the date of disposition and the
resolution of certain contingencies. Revenues of the
Thread division were $66.8 million, $68.3 million, $57.8
million in 1996,1995 and 1994, respectively.
WHIRLPOOL CORPORATION (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
2 (In Part): Business Acquisitions and Dispositions
In November 1996, the company announced an agree
ment to sell the compressor division and related facilities
of its majority-owned Indian subsidiary, contingent upon
receiving all necessary government and regulatory ap
provals and finalization of definitive agreements. The
transaction is expected to be finalized in early 1997 at a
sale price near the carrying amount of the related assets
and involves a long-term supplier relationship with the
purchaser, initially involving annual compressor pur
chases of about $25 million to $30 million.

Licensing Agreements
PLASMA-THERM, INC. (NOV)
NOTES TO THECONSOLIDATED FINANCIAL
STATEMENTS
Note 1 (in Part): Summary of Significant Accounting
Policies
License Agreement
In June 1996, the Company entered into a license agree
ment with a German company for the non-exclusive
rights to its patent on a new plasma process technology.
In exchange for the use of the patent, the Company paid
an initial license fee of 450,000 deutsche marks which is
approximately $300,000 at the then current exchange
rates. The initial fee is being amortized using the straight
line method and a five year useful life (unamortized li
cense fee is classified in other assets). In addition, dur
ing the first five years of the agreement or the shipment
of the first fifty plasma processing chambers including
the licensed technology, whichever comes first, the Com
pany will pay a royalty fee of 35,000 deutsche marks per
plasma processing chamber. Thereafter, the royalty fee
will be reduced to 25,000 deutsche marks per plasma
processing chamber. In 1996 approximately $20,000 in
royalty fees were paid by the Company.

Financial Instruments

Investment In Joint Venture
ALUMAX INC. (DEC)
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by the authors and artists of conditions provided in the
applicable contracts. It is anticipated that a substantial
portion of the commitments will be completed within the
next five years.

NOTES TO FINANCIAL STATEMENTS
(Millions of Dollars)
Note 9 (In Part): Commitments and Contingencies
During 1996, the Company entered into a joint venture
with Yunnan Aluminum Processing Factory in Kunming,
China for the annual production of 8,000 to 10,000 ton
nes of light gauge aluminum foil for China’s packaging
market. Alumax will invest $38 of cash in the joint ven
ture to develop a continuous cast foil operation. As of
December 31, 1996, the Company has invested approxi
mately $13 of cash in the joint venture.

Charitable Contributions

Future Location Leases
WAL-MART STORES, INC. (JAN)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
7 (In Part): Long-term Lease Obligations
The Company has entered into lease commitments for
land and buildings for 30 future locations. These lease
commitments with real estate developers provide for
minimum rentals for 20 years, excluding renewal options.
If consummated based on current cost estimates, they
will approximate $27 million annually over the lease
terms.

MEDTRONIC, INC. (APR)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(in thousands ofdollars)
Note 11 (In Part): Commitments and Contingencies
The Medtronic Foundation, funded entirely by the com
pany, was established to maintain good corporate citi
zenship in its communities. In 1993, the company made
a commitment to contribute $12,000 over an approxi
mate five-year period ending September 30, 1997. At
April 3 0 , 1996, the remaining balance of this commitment
was $3,537. Commitments to the Medtronic Foundation
are expensed when authorized and approved by the
company’s Board of Directors.

Advances To Artists And Authors
THOMAS NELSON, INC. (MAR)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note O (In Part): Commitments and Contingencies
The Company has commitments to provide advances to
certain artists and authors in connection with products
they are developing for the Company. Estimated commit
ments totaled $23.9 million at March 31, 1996. The tim
ing of payments will be dependent upon the performance

FINANCIAL INSTRUMENTS
The Financial Accounting Standards Board has issued 3
statements concerning financial instruments. SFAS No.
105 requires reporting entities to disclose certain infor
mation about financial instruments with off-balance-sheet
risk and financial instruments with concentrations of
credit risk. SFAS No. 107 requires reporting entities to
disclose the fair value of financial instruments. SFAS
No. 119 requires reporting entities to disclose certain in
formation for derivative financial instruments.
Table 1-13 lists the off-balance-sheet financial instru
ments most frequently disclosed in the financial state
ments of the survey companies. Many survey companies
disclosed fair value information for foreign currency con
tracts and interest rate contracts. Frequently the fair
value information stated that the fair value of these con
tracts approximated the amount at which they were re
corded in the financial statements or that the fair value
was the amount payable or receivable upon contract ter
mination. Other bases disclosed for determining fair
value were market or broker quotes. Occasionally the
survey companies disclosed fair value information for
commodity contracts, loan commitments, and receiv
ables sold with recourse.
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Examples of fair value disclosures for financial instru
ments and of disclosures for concentrations of credit risk
follow.
TABLE 1-13: FINANCIAL INSTRUMENTS
Number of Companies
1996 1995 1994 1993
Foreign currency c o n tra c ts ..............
285
Interest rate c o n tra c ts .......................
225
Com m odity c o n tra cts.............................
81
Guarantees:
D e b t ...................................................
104
Lease p a y m e n ts ..................................
27
Contract pe rfo rm an ce.........................
21
Support ag ree m ents...........................
13
O th e r.......................................................
34
Letters of c r e d it ......................................
183
Sale of receivables
w ith re c o u rs e .......................................
61

294
231
74

294
235
79

254
230
56

112
36
18
13
23
170

108
37
24
11
21
149

103
39
30
18
19
167

78

75

56

pany established a European treasury center to consoli
date financing activities in the region and facilitate inter
company lending. As a result, the use of forward foreign
currency exchange contracts increased significantly. The
terms of these contracts are generally less than one
year. Gains and losses related to these agreements are
recorded when the related transaction occurs. The pur
pose of the Company’s hedging is to protect it from the
risk that the eventual functional currency inflows resulting
from the intercompany payments will be adversely af
fected by changes in exchange rates. Contract values for
the Company’s open foreign currency agreements, all
with A-rated counterparties, at December 31 are summa
rized below:
(Dollars in thousands)
U.S. $/French Franc
U.S. $/B ritish Pound
U.S. $/Swiss Franc
Swiss Franc/British Pound
U.S. $/German M ark
U.S. $/Japanese Yen
Others

1996

1995

$187,670
88,558
53,060
44,417
24,999
1,614
17,565

$

$417,883

$66,216

—
9,536
—
—

20,833
23,362
12,485

DERIVATIVE FINANCIAL INSTRUMENTS
AMP INCORPORATED (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
9. (In Part): Financial Instruments
The Company uses derivative financial instruments to
manage well-defined commodity price and foreign cur
rency risks. Financial instruments are not used for trad
ing purposes.
Commodities swap agreements are utilized to hedge
anticipated purchases of certain metals used in the Com
pany’s manufacturing operations. Linder these swap
agreements, payments are made or received based on
the differential between a specified price and the actual
price of the metals. These contracts generally cover a
one-year period and are accounted for as hedges, with
all gains and losses recognized in cost of sales when the
commodities are consumed. At December 31, 1996 and
1995, commodity contracts involving notional amounts of
$48,200,000 and $1,400,000, respectively, were out
standing. These notional amounts do not represent
amounts exchanged by the parties; rather, they are used
as the basis to calculate the amounts due under the
agreements.
From time to time the Company and its subsidiaries
utilize forward foreign currency exchange contracts to
minimize the impact of currency movements, principally
on anticipated intercompany royalties, inventory pur
chases, loans and dividends denominated in currencies
other than their functional currencies. In 1996, the Com

On March 11, 1994, the Company entered into a foreign
currency swap with a AAA-rated counterparty to hedge a
portion of its net investment in its Japanese subsidiary.
Under terms of the agreement, the Company will swap
15.9 billion yen for U.S. $150 million in ten years based
on the exchange rate on the day the contract became ef
fective. In addition, the contract provides for the Com
pany to make semi-annual interest payments of 4.61%
on the 15.9 billion yen, while receiving semi-annual inter
est payments of 6.71% on the U.S. $150 million. The
Company has the unilateral right to unwind the swap
early. Due to the fact that this contract is an effective
hedge of an investment in a foreign entity, any gain or
loss on the contract is recorded directly to cumulative
translation adjustments.
While it is not the Company’s intention to terminate
any of the above financial instruments, the fair values
were estimated by obtaining quotes from brokers which
represented the amounts that the Company would re
ceive or pay if the agreements were terminated at the
balance sheet dates. These fair values indicated that ter
mination of the commodities swap agreements, the for
ward foreign currency exchange contracts and the
foreign currency swap agreement at December 31, 1996
would have resulted in a $1,700,000 gain, a $2,100,000
loss and a $3,200,000 loss, respectively. Termination of
these agreements at December 31, 1995 would have re
sulted in a $11,000 gain on the commodities contracts, a
$4,900,000 gain on the forward exchange contracts and
a $12,100,000 loss on the foreign currency swap agree
ment. Due to the volatility of currency exchange rates
and commodity prices, these estimated results may or
may not be realized.

Financial Instruments

ASARCO INCORPORATED (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
1 (In Part): Summary of Significant Accounting Policies
Financial Instruments
Depending on the market fundamentals of a metal and
other conditions, the Company may purchase put op
tions or synthetic put options to reduce or eliminate the
risk of metal price declines below the option strike price
on a portion of its anticipated future production. The cost
of options is amortized on a straight-line basis during the
period in which the options are exercisable. Gains or
losses from the sale or exercise of options, net of unam
ortized acquisition costs, are recognized in the period in
which the underlying production is sold. The Company
also uses futures contracts to hedge the effect of price
changes on a portion of the metals it sells. Gains and
losses on hedge contracts are reported as a component
of the underlying transaction.
As part of its price protection program, the Company
may use synthetic put options which consist of a call op
tion and a forward sale on the same quantity of metal.
Each component of a synthetic put option may be pur
chased or sold at different times. In those cases where
the forward sale component has not been entered into or
has been offset, call options purchased are accounted
for as trading activities and the carrying values of such
call options are marked to market and any related adjust
ments are recorded in earnings.
The Company may enter into interest rate swap agree
ments to limit the effect of increases in the interest rates
on any floating rate debt. The differential is accrued as
interest rates change and is recorded in interest ex
pense.
14. Financial instruments
Depending on the market fundamentals of a metal and
other conditions, the Company may purchase put op
tions or synthetic put options to reduce or eliminate the
risk of metal price declines below the option strike price
on a portion of its anticipated future production. Put op
tions purchased by the Company establish a minimum
sales price for the production covered by such put op
tions and permit the Company to participate in price in
creases above the option price. Synthetic put options are
established by purchasing a call option and entering into
a forward sale for the same quantity of metal at the same
price and for the same time period as the call option. The
cost of options is amortized on a straight-line basis dur
ing the period in which the options are exercisable. De
pending upon market conditions the Company may
either sell options it holds or exercise the options at ma
turity. Gains or losses, net of unamortized acquisition
costs, are recognized in the period in which the underly
ing production is sold. The Company also uses futures
contracts to hedge the effect of price changes on a por
tion of the metals it sells. Gains and losses on hedge
contracts are reported as a component of the underlying
transaction.
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The Company’s beneficial interest, which includes the
Company’s proportionate interest in the pre-tax gain of
SPCC, from 1996 copper option sales and exercises was
$45.8 million of which $28.5 million was recognized in
1996. The remaining $17.3 million will be recognized in
1997 when the underlying production is sold. Copper put
options with a cost of $2.2 million expired during the first
six months of 1996.
As part of its price protection program, the Company
may use synthetic put options which consist of a call op
tion and a forward sale. Each component of a synthetic
put option may be purchased or sold at different times. In
those cases where the forward sale component has not
been entered into or has been offset, call options pur
chased are accounted for as trading activities and the
carrying values of such call options are marked to market
and any related adjustments are recorded in earnings.
At December 31, 1996, the Company held copper call
options covering an aggregate of 149.5 million pounds of
copper, a portion of which are exercisable in each quar
ter of 1997 at an average strike price of $1.04 and zinc
call options covering an aggregate of 21.8 million
pounds, one-third of which are exercisable in each of the
last three quarters of 1997 at an average strike price of
52 cents. The carrying values of the copper and zinc call
options at December 31, 1996 was $3.7 million and $0.3
million, respectively.
The recognized pre-tax gains (losses) of the Com
pany’s metal hedging and trading activities, were:
FOR THE YEARS ENDING
DECEMBER 31,

1996

1995

1994

$26.9
(0.1)
0.2

$(5.7)
(0.1)
0.5
(0.3)

$3.2
1.8
0.7
—

$27.0

$(5.6)

$5.7

(in millions)
Metal
Copper
Zinc
Silver
Lead
Net Gain (Loss)

—

The Company may enter into interest rate swap agree
ments to limit the effect of increases in the interest rates
on any floating rate debt. The differential is accrued as
interest rates change and is recorded in interest ex
pense. During 1995, the Company entered into three
swap agreements, expiring 1998 to 2000, with an aggre
gate notional amount of $115.0 million. The effect of
these agreements is to limit the interest rate exposure to
6.6% on $100 million of the Company’s revolving credit
loans and 6.8% on its $15 million, 5 year term loan. As a
result of these swap agreements interest expense was
increased by $0.7 million in 1996 and $0.2 million in
1995.
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The estimated fair values of the Company’s financial
instruments are:
1996

AT DECEMBER 31,

(in millions)
Assets:
Cash and cash
equivalents
Marketable securities—
held to m aturity
Put options
Call options
Investments:
Available-for-sale
securities
Restricted investm ent
in Grupo Mexico
Other
Total investm ents
Liabilities:
Long-term debt
(excluding capital
lease obligations)
Interest rate swaps

Carrying
Value

1995
Fair
Value

Carrying
Value

Fair
Value

Available-For-Sale Securities And Interest Rate Swaps—
Fair value is based on quoted market prices.
Long-Term Debt—The fair value Is based on the quoted
market prices for the same or similar issues or the carry
ing value is used where a market price is unavailable.
BROWN-FORMAN CORPORATION (APR)

$192.4

$192.4

$238.4

$238.4

$1.0

$1.0

$42.5
$10.0
—

$42.5
$6.5
—

—

—

$4.0

$4.0

$387.9

$387.9

$769.0

$769.0

50.2
4.6

(a)
(b)

50.2
3.0

(a)
(b)

$442.7

$387.9

$822.2

$769.0

$723.6
—

$736.9 $1,007.4 $1,044.6
—
$3.3
$(0.3)

(a) At December 31, 1996 and 1995, 56.3 m illion shares of
Asarco’s investm ent in G rupo M exico had restrictions lim iting
the ir sale fo r a period of more than one year. A ccordingly, the
Company has not determ ined the fa ir value of such securities.

(b) No fa ir value was available fo r these investm ents as they repre
sent an interest in com panies whose stock is not publicly
traded. Accordingly, it is not practicable to determ ine the fair
value of such securities.

The following methods and assumptions were used to
estimate the fair value of each class of financial instru
ments for which it is practicable to estimate that value.
Cash And Cash Equivalents—The carrying amount
approximates fair value because of the short maturity of
those instruments.
Marketable Securities—The carrying amount and fair
value are reported at amortized cost since these securi
ties are to be held to maturity.
Put And Call Options—Fair value Is an estimate based
on relevant market information such as: volatility of simi
lar options, futures prices and the contracted strike price.
Call options represent trading securities. Average fair
value during the period approximated fair value at
December 31, 1996.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Dollars in rnillions)
7. F inancial Instrum ents

The company uses derivative financial instruments for
the purpose of reducing its exposure to adverse fluctua
tions in interest and foreign exchange rates. While these
hedging instruments are subject to fluctuations In value,
such fluctuations are generally offset by the value of the
underlying exposures being hedged. The company is not
a party to leveraged derivatives and does not hold or is
sue financial instruments for speculative purposes.
interest Rate Management
The company sold an option in fiscal 1990 to swap inter
est rates that effectively eliminated the call feature on the
9.375% notes for the period April 1, 1995, to April 1,
1998. This option was exercised April 1 , 1995, effectively
converting $100 of commercial paper from floating inter
est rate obligations to 9.375% fixed rate obligations from
April 1, 1995, to April 1, 1998. The option on this swap
was sold in order to manage the level of fixed and float
ing rate debt. The premium received on the sale of this
option is being amortized as a reduction of interest ex
pense through April 1 , 1998.
Foreign Currency Management
The U.S. dollar is the functional currency for substantially
all of the company’s consolidated operations. For these
operations, all gains and losses from currency transac
tions are Included in income currently. For certain foreign
equity Investments, the functional currency is the local
currency. The cumulative translation effects for equity in
vestments using functional currencies other than the
U.S. dollar are included in the cumulative translation ad
justment In stockholders’ equity.
The company uses foreign currency forwards and op
tions, which typically expire within one year, to hedge
payments and receipts of foreign currencies related to
the purchase and sale of goods overseas. Realized
gains and losses on these contracts are recognized in
the same period as the hedged transactions. The com
pany had foreign exchange forward contracts on hand at
April 30, 1996, 1995, and 1994, primarily hedging Ger
man Mark, British Pound, and Japanese Yen revenues,
totaling $28, $11, and $27, respectively.
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Financial Instalments

Carrying Amount and Fair Value of Financial Instruments
The carrying amount of cash and cash equivalents,
short-term investments, and commercial paper approxi
mates fair value due to the short maturities of these in
struments. The value of long-term debt is estimated us
ing discounted cash flows based on the company’s
incremental borrowing rates for similar types of borrow
ings. The value of interest rate and foreign currency con
tracts are based on quoted market prices. A comparison
of the carrying value and fair value of these instruments
is as follows:
1996
Carrying
Am ount
Assets:
Cash and
cash equivalents
Foreign currency
instrum ents
Liabilities:
Commercial paper
Long-term debt
Interest rate instrum ent

$

54
—

agreements are accrued and recognized as an adjust
ment to interest expense. If an arrangement is replaced
by another instrument and no longer qualifies as a hedge
instrument, then it is marked to market and carried on
the balance sheet at fair value.
As of September 28,1996 and September 30, 1995,
the Company had the following interest rate instruments
in effect (notional amounts in millions; the cap, swap,
floor and collar rates are based on 3-month LIBOR):
1996
Notional
Am ount

1995
Fair
Value

$

54

Carrying
Am ount

$

1

62
—

Fair
Value

$

62

Interest rate caps

Interest rate swaps
Interest rate collars

$100
300
300
200
$200
$50

(1)
50

50
217
1

50
217
6

50
253
1

50
253
7

Interest rate floors

$100
250
300(a)

Strike
Rate
9.50%
7.00
9.50
10.00
7.37%
4.75%
7.00
5.03
7.00
5.50%
5.25
5.60

Period
04/96-04/97
10/96-10/97
10/96-10/97
10/96-10/97
10/95-10/00
10/96-10/97
10/96-10/97
01/96-10/96
01/96-10/96
10/96-10/97

(a) Entered into on October 3, 1996.

BURLINGTON INDUSTRIES, INC. (SEP)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

1995
Notional
Am ount

Q. Financial Instruments
The Company utilizes interest rate agreements and for
eign exchange contracts to manage interest rate and for
eign currency exposures. The principal objective of such
contracts is to minimize the risks and/or costs associated
with financial and global operating activities. The Com
pany does not utilize financial instruments for trading or
other speculative purposes. The counterparties to these
contractual arrangements are a diverse group of major fi
nancial institutions with which the Company also has
other financial relationships. The Company is exposed to
credit loss in the event of nonperformance by these
counterparties. However, the Company does not antici
pate nonperformance by the other parties, and no mate
rial loss would be expected from their nonperformance.
Interest Rate Instruments: The Company enters into in
terest rate swap, cap, floor and collar agreements to re
duce the impact of changes in interest rates on its float
ing rate debt. The swap agreements are contracts to
exchange floating rate for fixed interest payments peri
odically over the life of the agreements without the ex
change of the underlying notional amounts. The notional
amounts of interest rate agreements are used to meas
ure interest to be paid or received and do not represent
the amount of exposure to credit loss. For interest rate
instruments that effectively hedge interest rate expo
sures, the net cash amounts paid or received on the

Interest rate caps

Interest rate swaps
Interest rate collars

$300
500
350
150
100
300
200
$200
25
$100
50

Strike
Rate
5.50%
4.50
6.00
9.50
9.50
9.50
10.00
7.37%
5.92
5.42%
6.00
4.75
7.00

Period
10/94-10/95
10/94-10/95
10/95-10/96
10/95-10/96
04/96-04/97
10/96-10/97
10/96-10/97
10/95-10/00
10/95-10/96
10/95-10/96
10/96-10/97

Foreign Exchange Instruments: The Company enters
into forward currency exchange contracts in the regular
course of business to manage its exposure against for
eign currency fluctuations on sales, raw material and
fixed asset purchase transactions denominated in for
eign currencies. Foreign currency receivables which
have forward exchange contracts are recorded in U.S.
dollars at the applicable for ward rate. The foreign ex
change contracts on receivables ($19.8 million and
$10.4 million at September 28, 1996 and September 30,
1995, respectively) require the Company to exchange
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British pounds, German marks, French francs, Canadian
dollars and Italian lira for U.S. dollars and generally ma
ture within three months. Forward exchange contracts
related to raw material and fixed asset purchase transac
tions are recognized as adjustments to the bases of the
underlying assets. At September 28, 1996, the Company
had $4.8 million of forward currency exchange contracts
maturing in one to six months which related to purchases
of wool and machinery denominated in Australian dol
lars, German marks and French francs, compared to
$8.2 million at September 30, 1995. At September 28,
1996 and September 30, 1995, deferred gains and
losses on foreign exchange contracts are not material to
the consolidated financial statements.
Fair Value Of Financial Instruments; The following meth
ods and assumptions were used in estimating the indi
cated fair values of financial instruments:
Cash and Cash Equivalents; The carrying amount ap
proximates fair value because of the short maturity of
those instruments.
Short-term Investments: The fair values are estimated
based on quoted market prices for these or similar instru
ments.
Long-term Investments and Receivables: The fair val
ues are estimated based on one of the following meth
ods: (i) quoted market prices; (ii) current rates for similar
issues; (iii) recent transactions for similar issues; or (iv)
present value of expected cash flows.
Short-term and Long-term Debt: The fair value is esti
mated based on current rates offered for similar debt. At
September 28, 1996, long-term debt with a carrying
value of $838.9 million had an estimated fair value of
$834.9 million.
Interest Rate Instruments: The fair values are the esti
mated amounts that the Company would receive or pay
to terminate the agreements at the reporting date, taking
into account current interest rates and the current creditworthiness of the counterparties. At September 2 8 , 1996
and September 30, 1995, the carrying amounts of these
instruments were $0.2 million liability and a $5.7 million
asset, respectively. At September 28, 1996, the Com
pany estimates it would have paid $7.2 million and at
September 30, 1995 would have paid $7.7 million to ter
minate the agreements.
Foreign Currency Contracts: The fair values of foreign
currency contracts (used for hedging purposes) are esti
mated by obtaining quotes from brokers. At September
28, 1996 and September 30, 1995, there were no carry
ing amounts related to foreign currency contracts in the
consolidated balance sheets. Foreign currency contracts
to receive $15.1 million had an estimated fair value to re
ceive $15 million at September 28, 1996, compared to
foreign currency contracts to receive $2.2 million with an
estimated fair value to receive $2.4 million at September
30, 1995.
It is estimated that the carrying value of the Company’s
other financial instruments approximated fair value at
September 2 8 , 1996 and September 3 0 , 1995.

FINA, INC. (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
1 (In Part): Summary of Significant Accounting Policies
(j) Financial Instruments
The Company utilizes derivative financial instruments to
manage market risks and reduce its exposure resulting
from fluctuations in interest rates and the prices of crude
oil, refined products and natural gas. Derivative instru
ments used include swap agreements, futures and op
tions contracts and forward purchase commitments.
Gains and losses related to qualifying hedges are de
ferred and included in the measurement of the related
transaction, when the hedged transaction occurs. Real
ized and unrealized changes in the fair value of the re
maining derivative financial instruments and for ward
commitments are recognized in income in the period in
which the change occurs. The Company’s practice is to
not hold or issue financial instruments for trading pur
poses.
Instruments are either exchange-traded or with coun
terparties of high credit quality; therefore, the risk of non
performance by the counterparties is considered to be
negligible. Additional information regarding financial in
struments is shown in Note 4.
4. Financial Instruments and Fair Values
The Company uses swap agreements, futures and op
tions contracts and forward purchase commitments to re
duce its exposure to fluctuations in interest rates and in
the prices of crude oil, refined products and natural gas.
Interest rate swap agreements are used to help man
age interest rate exposure. Amounts to be paid or re
ceived under interest rate swap agreements are accrued
as interest rates change and are recognized over the life
of the swap agreements as an adjustment to interest ex
pense. The related amounts payable to, or receivable
from, the counterparties are included in other accrued li
abilities. The fair value of the swap agreements was not
recognized in the consolidated financial statements since
they are accounted for as hedges. These swap agree
ments expire at various dates through 2003 and effec
tively convert an aggregate principal amount of
$227,453,000 of fixed rate, long term debt into variable
rate borrowings and $50,000,000 of variable rate borrow
ings to fixed at December 31, 1996. The variable interest
rates are based on 3 month and 6 month LIBOR rates.
At December 31, 1996 and 1995, the weighted average
variable interest rates under these agreements were
5.6% and 5.9%, respectively, and fixed rates were 6.2%
and 6.5%, respectively.
The estimated fair value of the interest rate swap
agreements, based on current market rates, approxi
mated a net receivable of $4,543,000 and a net payable
of $815,000 at December 31, 1996 and 1995, respec
tively. Exposure to credit loss could occur when the fair
value of the agreements is a net receivable. The out
standing borrowings due under the commercial paper

Financial Instruments

program, to PDI and to various banks bear interest at
current market rates and thus, t he carrying amount of
debt approximates estimated fair value. The estimated
fair value of the debt instruments that bear interest at
fixed rates was $408,743,000 ($423,680,000 carrying
value) at December 31, 1996, and $331,000,000
($320,000,000 carrying value) at December 3 1 , 1995.
The Company hedges crude oil, refined products and
natural gas future purchases and sales commitments.
The Company also uses derivative financial instruments
to reduce financial exposure from price changes related
to anticipated crude oil purchases and refined product
and natural gas sales. At December 31, 1996, the Com
pany had futures contracts to purchase crude oil and re
fined products in the amount of $3,763,000 and forward
contracts to purchase crude oil and refined products of
$87,197,000. At December 31, 1995, the Company had
futures contracts to sell crude oil and refined products in
the amount of $13,661,000 and forward contracts to pur
chase crude oil and refined products of $46,323,000.
The estimated fair value and carrying value of these out
standing contracts was a net receivable of $4,295,000
and $62,000 at December 31, 1996 and 1995, respec
tively. Crude and refined product futures and forwards
contracts are used to facilitate the supply of crude to the
Company’s refineries and sales of refined products while
attempting to minimize price risk. The Company recog
nizes realized and unrealized gains and losses on these
contracts in income in the period in which the change
occurs.
The Company also had futures contracts to sell natural
gas as a hedge of equity production in the amount of
$19,388,000 at December 31, 1996. The estimated fair
value and carrying value of these outstanding contracts
was a net receivable of $1,939,000 at December 31,
1996. Gains and losses on these qualifying hedges are
deferred and included in the measurement of the related
transaction, when the hedged transaction occurs. De
rivative financial instruments related to natural gas activi
ties were not significant at December 3 1 , 1995.
The estimated fair values of the futures and forward
contracts are based on quoted market prices and gener
ally have maturities of one year or less.
Market value is not readily determinable for certain eq
uity investments and long term receivables with a carry
ing value of $105,290,000 and $36,572,000 at
December 31, 1996 and 1995, respectively. The re
ported amounts of cash equivalents, short term receiv
ables and payables and short term debt approximate fair
value due to their short maturities.
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THE BFGOODRICH COMPANY (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note A (In Part): Significant Accounting Policies
Financial Instruments: The Company’s financial instru
ments recorded on the balance sheet include cash and
cash equivalents, accounts and notes receivable, ac
counts payable and debt. Because of their short matur
ity, the carrying amount of cash and cash equivalents,
accounts and notes receivable, accounts payable and
short-term bank debt approximates fair value. Fair value
of long-term debt is based on rates available to the Com
pany for debt with similar terms and maturities.
Off balance sheet derivative financial instruments at
December 3 1 , 1996, include an interest rate swap agree
ment, foreign currency forward contracts and foreign cur
rency swap agreements.
Interest rate swap agreements are used by the Com
pany, from time to time, to manage interest rate risk on
its floating rate debt portfolio. Each interest rate swap is
matched as a hedge against a specific debt instrument
and has the same notional amount as the related debt
instrument principal. Interest rate swap agreements are
generally entered into at the time the related floating rate
debt is issued in order to convert the floating rate debt to
fixed rates. Fair value of these instruments is based on
estimated current settlement cost.
The Company enters into foreign currency forward
contracts (principally against the British pound, Italian
lira, Spanish peseta, French franc, Dutch gilder and U.S.
dollar) to hedge the net receivable/payable position aris
ing from trade sales and purchases and intercompany
transactions by its European businesses. Foreign cur
rency forward contracts reduce the Company’s exposure
to the risk that the eventual net cash inflows and out
flows resulting from the sale of products and purchases
from suppliers denominated in a currency other than the
functional currency of the respective businesses will be
adversely affected by changes in exchange rates. For
eign currency gains and losses under the above ar
rangements are not deferred. Foreign currency forward
contracts are entered into with major commercial Euro
pean banks that have high credit ratings. From time to
time, the Company uses foreign currency forward con
tracts to hedge purchases of capital equipment. Foreign
currency gains and losses for such purchases are de
ferred as part of the basis of the asset.
The Company also enters into foreign currency swap
agreements (principally for the Belgian franc, French
franc and Dutch glider) to eliminate foreign exchange risk
on intercompany loans between European businesses.
The fair value of foreign currency for ward contracts
and foreign currency swap agreements is based on
quoted market prices.
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NOTE K (In Part):

GOULDS PUMPS, INCORPORATED (DEC)

Fair Values of Financial Instruments: The Company’s ac
counting policies with respect to financial instruments are
described in Note A.
The carrying amounts and fair values of the Com
pany’s significant on balance sheet financial instruments
at December 3 1 , 1996 and 1995, are as follows:
1996

(in millions)

Carrying Am ount

Cash and cash equivalents
Accounts and notes receivable
Accounts payable
Short-term bank debt
Long-term debt (including
current portion)

$

1995 (in millions)

Fair Values

48.7
398.0
243.1
130.8

$

48.7
398.0
243.1
130.8

431.9

452.0

Carrying Am ount

Fair values

Cash and cash equivalents
Accounts and notes receivable
Accounts payable
Short-term bank debt
Long-term debt (including
current portion)

$

60.3
399.0
235.9
11.3
498.1

$

60.3
399.0
235.9
11.3
530.0

O ff b a la n c e s h e e t d e r iv a tiv e fin a n c ia l in s tr u m e n ts a t
D e c e m b e r 3 1 , 1 9 9 6 a n d 1 9 9 5 , h e ld f o r p u r p o s e s o t h e r
t h a n tr a d in g , w e r e a s fo llo w s :

(In millions)
Interest rate swaps
Foreign currency
forw ard contracts
Foreign currency
swap agreements

1996
Contract/
Notional
Am ount

1995
Contract/
Fair Notional
Value A m ount

Fair
Value

$15.0

$(.1)

$65.0

$(1.2)

$12.3

$(.3)

$12.1

$ (.2)

$17.1

$—

$15.9

$

.1

At December 31, 1996, the Company had one interest
rate swap agreement, wherein the Company pays a fixed
rate of interest and receives a LIBOR-based floating rate.
This contract is scheduled to mature in 1997.
Foreign currency forward contracts mature over the
next four months coincident with the anticipated settle
ment of accounts receivable and accounts payable in
Europe. No additional cash requirements are necessary
with respect to outstanding agreements.
The counterparties to each of these agreements are
major commercial banks. Management believes that
losses related to credit risk are remote.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Dollars In thousands)
1 (In Part): Summary of Significant Accounting Policies
Derivative Financial Instruments
The Company uses derivative financial instruments for
purposes other than trading and does so to reduce its
exposure to fluctuations in interest rates, foreign cur
rency exchange rates and the cost of raw materials.
Gains and losses on hedges of existing assets or liabili
ties are included in the carrying amounts of those assets
or liabilities and are ultimately recognized in income.
Gains and losses related to qualifying hedges of firm
commitments or anticipated transactions are deferred
and are recognized in income or as adjustments of carry
ing amounts when the hedged transaction occurs.
11 (In Part): Financial Instruments and Derivative
Financial Instruments
Derivative Financial Instruments and Risk Management.
The Company operates internationally, giving rise to ex
posure to market risks from changes in interest rates,
foreign exchange rates, and the cost of non-ferrous met
als used in the production of its products. Derivative fi
nancial instruments are used by the Company to reduce
those risks. The Company does not hold or issue finan
cial or derivative financial instruments for trading or
speculative purposes.
Notional Amounts and Credit Exposures of Derivative Fi
nancial Instruments. The notional amounts of derivatives
do not represent amounts exchanged by the parties and,
thus, are not a measure of the exposure of the Company
through its use of derivatives. The amounts exchanged
during the term of the derivatives are calculated on the
basis of the notional amounts and the other contractual
conditions of the derivatives, which relate to interest
rates, indices and foreign currency exchange rates.
The Company actively evaluates the creditworthiness
of the financial institutions which are counterparties to
derivative financial instruments, and it does not expect
any counterparties to fail to meet their obligations. The
credit exposure of interest rate, foreign exchange and
commodity contracts is represented by the fair value of
contracts with a favorable fair value at December 31,
1996 and 1995.
Interest Rate Risk Management. All of the Company’s
one-year interest rate derivatives have been designated
by management as hedges of the Company’s variable
rate borrowings. The amounts receivable and payable
are recorded as a current liability, with realized gains or
losses recognized as adjustments to interest expense.

Financial Instruments

The Company utilizes interest rate swaps to reduce
the impact on interest expense of fluctuating interest
rates on its variable rate debt. Under the Company’s in
terest rate swap agreement, the Company agreed with
the counterparty to exchange, at quarterly intervals, the
difference between the Company’s fixed pay rate and
the counterparty’s variable pay rate of three-month
LIBOR. At December 31, 1996 and 1995, the Company
was a fixed rate payor of 6.060% and 5.325% and re
ceived a variable rate of 5.594% and 5.668% on notional
amounts of $20,000 and $15,000, respectively. The fair
values at December 31, 1996 and 1995, as estimated by
a dealer, were unfavorable $73 and $9, respectively.
At December 31, 1996 and 1995, the Company held
zero-cost collars with notional amounts of $10,371 and
$19,416, with weighted-average ceiling rates of 4.83%
and 5.63%, and with weighted-average floor rates of
3.73% and 4.33%, respectively. The fair values at De
cember 31, 1996 and 1995, as estimated by dealers,
were unfavorable $4 and $9, respectively.
Commodity Price Risk Management. All of the Com
pany’s commodity derivatives have been designated by
management as hedges of the Company’s anticipated
purchases of non-ferrous metals used in the production
of its products. The amounts receivable and payable are
recorded as a current liability, with realized gains or
losses recognized as adjustments to cost of sales when
the commodities are consumed. At December 31, 1996,
the Company held zero-cost collars for non-ferrous met
als with notional amount of $8,920, with a weighted-aver
age ceiling of $2,901 (in whole dollars) per metric ton,
and with a weighted-average floor of $2,557 (in whole
dollars) per metric ton. These derivatives extend through
1998. The fair value at December 31, 1996, as estimated
by dealers, was unfavorable $931. At December 31,
1995, the Company did not have any commodity deriva
tives.
Foreign Exchange Risk Management. The Company en
ters into foreign exchange forward contracts and option
contracts to hedge anticipated and firmly committed for
eign currency transactions. The Company does not
hedge foreign currency translation or foreign currency
net assets or liabilities. The terms of the derivatives are
one year or less.
The Company held foreign forward exchange con
tracts for notional amounts as follows:
DECEMBER 31,

1996
BUY

Italian lire
Canadian dollars
United States dollars
Australian dollars
Austrian schillings
Other

Fair value

$12,688
—
—

$

1995
SELL

BUY

110
9,122

$ 9,758
225
3,929

—

SELL
$

130
17,581
—

182

2,552
1,371
—

36
395

$12,870

$13,155

$14,343

$19,151

$13,158

$13,234

$14,699

$19,298

—
—

—

1,440
—

—
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At December 31, 1996, the Company had 10 option
contracts to purchase Canadian dollars, with a total no
tional amount of $10,001. The Company also had 10 op
tion contracts to sell Canadian dollars, with a total
notional amount of $10,001. Each of the contracts to pur
chase currency matures on the same date as a sell con
tract at the same notional amount. These contracts had
a net fair value of $63 unfavorable. At December 31,
1996 and 1995, the fair values of the foreign exchange
forward contracts and option contracts were estimated
by dealers.
INGERSOLL-RAND COMPANY (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 1 (In Part): Summary of Significant Accounting
Policies
Foreign Currency: Assets and liabilities of foreign enti
ties, where the local currency is the functional currency,
have been translated at year-end exchange rates, and
income and expenses have been translated using
weighted average-for-the-year exchange rates. Adjust
ments resulting from translation have been recorded in
shareowners’ equity and are included In net earnings
only upon sale or liquidation of the underlying foreign in
vestment.
For foreign entities where the U.S. dollar is the func
tional currency, including those operating in highly infla
tionary economies, inventory and property balances, and
related income statement accounts have been translated
using historical exchange rates, and resulting gains and
losses have been credited or charged to net earnings.
Foreign currency transactions and translations re
corded in the income statement decreased net earnings
by $3.5 million, $3.9 million and $5.1 million in 1996,
1995 and 1994, respectively. Shareowners’ equity was
decreased in 1996 by $16.5 million, increased in 1995
and 1994 by $20.7 million and $38.4 million, respec
tively, due to foreign currency equity adjustments related
to translation and dispositions.
The company hedges certain foreign currency transac
tions and firm foreign currency commitments by entering
into forward exchange contracts (forward contracts).
Gains and losses associated with currency rate changes
on forward contracts hedging foreign currency transac
tions are recorded currently in income. Gains and losses
on forward contracts hedging firm foreign currency com
mitments are deferred off-balance sheet and included as
a component of the related transaction, when recorded;
however, a loss is not deferred if deferral would lead to
the recognition of a loss in future periods.
Cash flows resulting from forward contracts accounted
for as hedges of identifiable transactions or events are
classified in the same category as the cash flows from
the items being hedged.
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Note 9 (In Part): Financial Instruments
The company, as a large multinational company, main
tains significant operations in foreign countries. As a re
sult of these global activities, the company is exposed to
changes in foreign currency exchange rates, which affect
the results of operations and financial condition. The
company manages exposure to changes in foreign cur
rency exchange rates through its normal operating and
financing activities, as well as through the use of finan
cial instruments. Generally, the only financial instruments
the company utilizes are forward exchange contracts.
The purpose of the company’s hedging activities is to
mitigate the impact of changes in foreign currency ex
change rates. The company attempts to hedge transac
tion exposures through natural offsets. To the extent this
is not practicable, major exposure areas which are con
sidered for hedging include, foreign currency denomi
nated receivables and payables, intercompany loans,
firm committed transactions, anticipated sales and pur
chases, and dividends relating to foreign subsidiaries.
The following table summarizes by major currency the
contractual amounts of the company’s forward contracts
in U.S. dollars. Foreign currency amounts are translated
at year-end rates at the respective reporting date. The
“buy” amounts represent the U.S. equivalent of commit
ments to purchase foreign currencies, and the “sell”
amounts represent the U.S. equivalent of commitments
to sell foreign currencies. Some of the for ward contracts
involve the exchange of two foreign currencies according
to local needs in foreign subsidiaries.
At December 31, the contractual amounts were:
In millions

1996
Buy

Australian dollars
Austrian schilling
Belgian francs
Canadian dollars
Deutsche m arks
Dutch guilders
French francs
Italian lira
Japanese yen
Pounds sterling
South African rand
Other
Total

$

9.7
4.3
4.4
15.2
10.9

1995

Sell
$

1.8

4.8
31.7
13.8
54.0
1.5
10.2

.5
5.5
131.3
2.1
14.1
4.5
4.4
155.5
14.8
5.4

9.6
3.2
10.4
10.2
20.2
24.1
41.1
19.0
25.1
3.5
6.5

$160.5

$339.9

$172.9

—

—

Sell

Buy
$

$

1.4
1.6
8.3
6.6
135.6
7.8
38.5
6.9
2.0
128.8
12.8
6.2

$356.5

For ward contracts for normal operating activities have
maturities of one to 12 months; and forward contracts for
intercompany loans have maturities that range from one
month to 36 months.
The company’s forward contracts do not subject the
company to risk due to foreign exchange rate movement,
since gains and losses on these contracts generally off
set losses and gains on the assets, liabilities or other
transactions being hedged.
The counterparties to the company’s forward contracts
consist of a number of major international financial insti
tutions. The credit ratings and concentration of risk of
these financial institutions are monitored on a continuing

basis and present no significant credit risk to the
company.
The carrying value of cash and cash equivalents, mar
ketable securities (classified as held to maturity), ac
counts receivable, short-term borrowings and accounts
payable are a reasonable estimate of their fair value due
to the short-term nature of these instruments. The follow
ing table summarizes the estimated fair value of the
company’s remaining financial instruments at Decem
ber 31:
In millions
Long-term debt;
Carrying value
Estimated fa ir value
Forward contracts:
Contract (notional) am ounts:
Buy contracts
Sell contracts
Fair (m arket) values:
Buy contracts
Sell contracts

1996

1995

$1,163.8
1,194.8

$1,304.4
1,410.6

$ 160.5
339.9

$ 172.9
356.5

161.0
349.5

172.9
356.8

Fair value of long-term debt was determined by refer
ence to the December 3 1 , 1996 and 1995, market values
of comparably rated debt instruments. Fair values of for
ward contracts are based on dealer quotes at the re
spective reporting dates.

JOHNSON & JOHNSON (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
1 (In Part): Summary of Significant Accounting Policies
Financial Instruments
Gains and losses on foreign currency hedges of existing
assets or liabilities, or hedges of firm commitments are
deferred and are recognized in income as part of the re
lated transaction.
16 (In Part): Financial Instruments
Derivative Financial Instrument Risk
The Company uses derivative financial instruments to re
duce exposures to market risks resulting from fluctua
tions in interest rates and foreign exchange. The Com
pany does not enter into financial instruments for trading
or speculative purposes.
The Company has a policy of only entering into con
tracts with parties that have at least an “A” (or equiva
lent) credit rating. The counterparties to these contracts
are major financial institutions and the Company does
not have significant exposure to any one counterparty.
Management believes that risk of loss is remote and in
any event would be immaterial.
Interest Rate Risk Management
The Company uses interest rate and currency swaps to
manage interest rate risk related to borrowings. Interest
rate and currency swap agreements which hedge third
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party debt issues mature with these borrowings and are
described in Note 5.
Forward rate agreements (FRA) are used by the Com
pany to fix the rates received on short-term floating-rate
investments and mature within 1 year. There were no
FRA’s outstanding at the end of 1996.
The following table illustrates the notional amounts
outstanding, maturity dates, and the weighted average
receive and pay rates of interest rate hedge agreements
by type. (Notional amounts provide an indication of the
extent of the Company’s involvement in such agree
ments but do not represent its exposure to market risk.)
1996

(Dollars In Millions)
Interest rate and
currency swaps
Pay variable1
Pay fixed

Notional
Am ount

M aturity W eighted Avg . Rate
Date
Receive
Pay

$116
193
$188
119

1997
1998
1997
2001

5.4%
9.0
9.0
5.0

4.6%
4.9
6.8
2.0

(1) Variable rates are prim arily indexed to the Federal Reserve H.15
30 day com m ercial paper rate.

Interest expense under these agreements, and the re
spective debt instruments that they hedge, are recorded
at the net effective interest rate of the hedged transac
tions.
Foreign Exchange Risk Management
The Company enters into forward exchange contracts to
hedge product costs and revenues that are denominated
in foreign currencies and currency swaps to hedge for
eign currency denominated debt. These hedging instru
ments are classified consistent with the item being
hedged.
The Company enteres into various types of foreign ex
change contracts maturing within five years. The Com
pany has for ward exchange contracts outstanding at
year-end in various currencies principally in U.S. Dollars,
Japanese Yen and Belgian Francs. In addition, the Com
pany has currency swaps outstanding principally in U.S.
Dollars, French Francs and Belgian Francs. Deferred un
realized gains and losses, based on dealer-quoted
prices, from hedging firm commitments are presented in
the following table:
1996

(Dollars in Millions)
Forwards
Currency swaps

Notional
Am ounts

Gains

Losses

$3,155
1,934

62
19

38
28

Fair Value of Financial Instruments
The carrying amount of cash and cash equivalents ap
proximates fair value due to the short-term maturities of
these instruments. The fair value of current and non-cur
rent marketable securities, long-term debt and foreign in
terest rate and currency swap agreements (used to
hedge third party debt issues) were estimated based on

quotes obtained from brokers for those or similar instru
ments. The fair value of foreign interest rate and cur
rency contracts (used for hedging purposes) and long
term investments were estimated based on quoted
market prices at year-end.
The estimated fair value of the Company’s financial in
struments are as follows:
1995

1996

(Dollars in Millions)

Carrying
A m ount

Fair
Value

Carrying
Am ount

Fair
Value

$2,011

2,011

1,201

1,201

125

125

163

164

351

352

338

341

484
1,917

491
1,987

382
2,223

386
2,345

Nonderivatives
Cash and cash
equivalents
Marketable securitiescurrent
Marketable securitiesnon-current
Long-term
investm ents(1)
Long-term debt
Derivatives
Other assets (liabilities):
Currency swaps (net)
Forw ards (net)
Forward rate agreements
Interest and
currency swap agreements
related to debt

—

(9)
24

—

—

(1)

—
—

7

(13)

9
23
5

28

(1)P rim arily included in other assets on the balance sheet.

The carrying amounts in the table are included in the
statement of financial position under the indicated cap
tions.
THE MEAD CORPORATION (DEC)
NOTES TO FINANCIAL STATEMENTS
A (In Part): Significant Accounting Policies
Interest Rate And Foreign Exchange
Financial Instruments
Amounts currently due to or from interest rate swap
counterparties are recorded in interest expense in the
period in which they accrue. The premiums paid to pur
chase interest rate caps, as well as gains or losses on
terminated interest rate swap and cap agreements, are
included in long-term liabilities or assets and amortized
to interest expense over the shorter of the original term
of the agreements or the life of the financial instruments
to which they are matched. Gains or losses on foreign
currency forward contracts are recognized currently
through income and generally offset the transaction
losses or gains on the foreign currency cash flows which
they are intended to hedge.
G. Financial Instruments
The Company uses various derivative financial instru
ments as part of an overall strategy to manage the Com
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pany’s exposure to market risks associated with interest
rate and foreign currency exchange rate fluctuations.
The Company uses foreign currency forward contracts to
manage the foreign currency exchange rate risks associ
ated with its international operations. The Company util
izes interest rate swap and cap agreements to manage
its interest rate risks on its debt instruments, including
the reset of interest rates on variable rate debt. The
Company does not hold or issue derivative financial in
struments for trading purposes.
The risk of loss to the Company in the event of nonper
formance by any counterparty under derivative financial
instrument agreements is not significant. All counterpar
ties are rated A or higher by Moody’s and Standard and
Poor’s. Although the derivative financial instruments ex
pose the Company to market risk, fluctuations in the
value of the derivatives are mitigated by expected offset
ting fluctuations in the matched instruments.
As part of an overall strategy to maintain an accept
able level of exposure to the risk of interest rate fluctua
tion, the Company has developed a targeted mix of
fixed-rate and cap-protected debt versus variable-rate
debt. To efficiently manage this mix, the Company util
izes interest rate swap, cap and option agreements to ef
fectively convert the debt portfolio into an acceptable
fixed-rate, capped rate and variable-rate mix.
Under interest rate swap agreements, the Company
agrees with other parties to exchange, at specified inter
vals, the difference between fixed-rate and variable-rate
interest amounts calculated by reference to an agreedupon notional principal amount. The fair value of the in
terest rate swap agreements is estimated using quotes
from brokers and represents the cash requirement if the
existing agreements had been settled at year end.
Selected information related to the Company’s interest
rate swap agreements is as follows:
(ALL DOLLAR AMOUNTS IN MILLIONS)
DECEMBER 31
Notional am ount
Fair value
Carrying am ount
Net unrecognized gain (loss)

1996

1995

$180.0

$180.0

(5.4)
(5.7)

(7.4)
(6.6)

.3

( .8)

In addition, the Company has entered into forward-start
ing interest rate swaps in order to fix the interest rate on
a portion of the long-term debt anticipated to be issued in
early 1997. The swaps have a total notional amount of
$374 million and maturities from 10 years to 30 years
and effectively fix $384 million of long-term debt with ma
turities from 10 years to 50 years at a weighted-average
interest rate of 7.2%. Upon the issuance of the debt, any
gain or loss realized on the swaps will be amortized to in
terest expense over the term of the related debt. As of
December 31, 1996, the fair value of these swaps was
$(2.6) million with a carrying amount of $1.8 million, re

sulting in a net deferred loss $(4.4) million. Any gain
(loss) on the swaps will be offset by higher (lower) inter
est rates on the related debt.
The Company utilizes interest rate cap agreements to
limit the impact of increases in interest rates on its float
ing rate debt. The interest rate cap agreements require
premium payments to counterparties based upon a no
tional principal amount. Interest rate cap agreements en
title the Company to receive from the counterparties the
amounts, if any, by which the selected market interest
rates exceed the strike rates stated in the agreements.
The fair value of the interest rate cap agreements is esti
mated by obtaining quotes from brokers and represents
the cash requirement if the existing contracts had been
settled at year end.
Selected information related to the Company’s interest
rate cap agreements is as follows:
(ALL DOLLAR AMOUNTS IN MILLIONS)
1996

1995

Notional am ount

$150.0

$200.0

Fair value
Carrying am ount

.1
.6

.2
.9

(.5)

(.7)

DECEMBER 31

Net unrecognized gain (loss)

The Company utilizes foreign currency forward contracts
to reduce exposure to exchange rate risks primarily as
sociated with transactions in the regular course of the
Company’s international operations. The forward con
tracts establish the exchange rates at which the Com
pany will purchase or sell the contracted amount of local
currencies for specified foreign currencies at a future
date. The Company utilizes forward contracts which are
short-term in duration (generally one month) and re
ceives or pays the difference between the contracted for
ward rate and the exchange rate at the settlement date.
The major currency exposures hedged by the Company
include the German mark, Canadian dollar, Dutch guil
der, French franc and British pound. The contract
amount of foreign currency forwards at December 31,
1996 and 1995, is $119.9 million and $130.7 million, re
spectively. The carrying amount and fair value of these
contracts are not significant.
The fair value of the Company’s long-term debt is esti
mated based on quoted market prices for the same or
similar issues or on current rates offered to the Company
for debt of the same remaining maturities. The fair value
of long-term debt, excluding capital leases, was $1,087.8
million and $600.1 million at December 31, 1996 and
1995, respectively, and the related carrying amounts
were $1,077.0 million and $563.4 million, respectively.
At December 31, 1996 and 1995, the Company held
short-term investments which are included in cash and
cash equivalents. The carrying amount of these short
term investments is a reasonable estimate of fair value.

Financial Instruments

MOBIL CORPORATION (DEC)
NOTES TO FINANCIAL STATEMENTS
1 (In Part): Major Accounting Policies
Derivative Financial Instruments
Mobil uses derivative financial instruments primarily for
purposes of hedging its exposure to fluctuations in inter
est rates, foreign currency exchange rates and hydrocar
bon prices. Gains and losses are recognized concurrent
with the recognition of the economic impact of the under
lying exposures using either the accrual or deferral
method of accounting. Under the accrual method, which
is used for swaps, differentials in the swapped amounts
are recorded as adjustments of the underlying periodic
cash flows that are being hedged. Under the deferral
method, gains and losses resulting from changes in
value of derivative instruments are deferred and recog
nized in the same period as the gains and losses of the
items being hedged.
10. Financial Instruments and Risk Management
Mobil uses derivative financial instruments to manage
risks resulting from fluctuations in underlying interest
rates, foreign exchange rates, and hydrocarbon prices.
Because Mobil operates in the international oil and gas
markets and has significant financing requirements, it
has exposure to these risks, which can affect the cost of
operating, investing, and financing. Derivative instru
ments creating essentially equal and offsetting market
exposures are used to help manage these risks. The de
rivative financial instruments held by Mobil are not lever
aged and are principally held for purposes other than
trading.
In addition to creating market risks that offset the risks
associated with the underlying business exposures, de
rivative instruments also give rise to credit risk due to
possible nonperformance by counterparties. However,
through its ongoing control procedures, Mobil monitors
the creditworthiness of its counter-parties and its existing
exposures to them under the derivative instruments. The
overall exposure to credit risk is considered to be mini
mal.
Debt-related Derivative Instruments—Mobil has entered
into interest rate swaps, cross currency interest rate
swaps, futures, and forward exchange contracts. These
financial instruments have the effect of changing the in
terest rate and currency of the original borrowings with
the objective of minimizing Mobil’s borrowing costs. The
maturities of most of these instruments are closely
matched to the maturities of the underlying debt. The no
tional principal amounts of these derivative instruments
were $5,797 million and $4,053 million at December 31,
1995 and 1996, respectively. These activities resulted in
a substantial portion of the fixed interest rate debt being
swapped into floating interest rate debt as of December
31, 1995 and 1996.
Interest differentials paid or received under interest
rate swaps and cross currency interest rate swaps are
recognized over the life of the contracts as adjustments
to the effective yields of the underlying debt. Futures and
foreign exchange contracts are valued at current rates.
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Gains and losses on contracts related to debt principal
and current interest are recorded in income. Gains and
losses related to future period interest are deferred and
recognized in income in the period to which they relate.
The fair value of Mobil’s debt portfolio was $6,646 mil
lion ($6,746 million debt less $100 million derivatives)
and $7,825 million ($7,784 million debt plus $41 million
derivatives) at December 31, 1995 and 1996, respec
tively. These fair values were greater than the carrying
value by $139 million and $106 million at December 31,
1995 and 1996, respectively. This change was due to a
small increase in long-term interest rates in 1996.
Nondebt-related Instruments—Mobil has entered into for
ward exchange contracts and currency options to hedge
U.S. dollar payables for purchases of crude oil and petro
leum products, firm commitments for capital projects, the
cash return from net investments in foreign affiliates to
be remitted within the coming year, and local currency
taxes. Changes in the value of these financial instru
ments offset the foreign exchange gains and losses of
the transactions they are hedging. The notional principal
amounts of the nondebt-related currency instruments
were $8,969 million and $10,075 million at December 31,
1995 and 1996, respectively, and substantially all of
them have maturities of less than one year. The fair
value of nondebt-related financial instruments generally
approximates carrying value.
Mobil has also entered into commodity derivative fi
nancial instruments that can only be settled in cash. The
notional amounts outstanding for these contracts were
$1,653 million and $1,404 million at December 31, 1995
and 1996, respectively. Fair value approximates carrying
value.
Risk Based Measurements—In its risk management ac
tivities, Mobil measures its value at risk using simulation
techniques that project probability of expected changes
in values from market movements on financial exposures
that vary from management’s defined benchmarks.
These benchmarks are standards that have been estab
lished by management and represent the risk profile of
the environment in which Mobil operates and the assets
that are being financed. Value at risk is defined as the
maximum potential gain or loss from a one-day market
movement in interest and currency rates that would
cover 99.7% of all such movements measured against
the benchmarks. At December 31, 1995 and 1996, the
value at risk in Mobil’s debt and currency portfolio, as
measured against these defined benchmarks, was $5
million.
UNIFI, INC. (JUN)
NOTES TO FINANCIAL STATEMENTS
Note 11. Derivative Financial Instruments and Fair
Value of Financial Instruments
The Company enters into commodity futures contracts
as considered appropriate to reduce the risk of future
price increases in connection with the purchase of cotton
for projected manufacturing requirements. These forward
contracts are accounted for as hedges and, accordingly.
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gains and losses are deferred and recognized in cost of
sales as a component of the product cost. At June 30,
1996, and June 25, 1995, there were no significant fu
tures contracts outstanding.
The Company conducts its business in various foreign
currencies. As a result, it is subject to the transaction ex
posure that arises from foreign exchange rate move
ments between the dates that foreign currency
transactions are recorded (export sales and purchases)
and the dates they are consummated (cash receipts and
cash disbursements in foreign currencies). The Com
pany utilizes some natural hedging to mitigate these
transaction exposures. The Company also enters into
foreign currency forward contracts for the purchase and
sale of European, Canadian and other currencies to
hedge balance sheet and income statement currency ex
posures. These contracts are principally entered into for
the purchase of inventory and equipment and sale of
Company products into export markets. Counterparties
for these instruments are major financial institutions. The
Company does not engage in speculative or trading de
rivative activities. At June 30, 1996, and June 25, 1995,
the U.S. dollar equivalent of the contract value of these
forward currency exchange agreements was $21.6 mil
lion and $7.3 million, respectively. The agreements at
June 30, 1996, mature through June 1997. Gains and
losses on these contracts are deferred and generally rec
ognized as offsets to losses and gains on the foreign cur
rency denominated receivables and payables, thereby
reducing exchange rate risk.
The following methods were used by the Company in
estimating its fair value disclosures for financial instru
ments;
Cash and cash equivalents, trade receivables and trade
payables—The carrying amounts approximate fair value
because of the short maturity of these instruments.
Short-term investments—The fair value of these instru
ments are based on quoted market prices.
Long-term debt—The fair value of the Company’s bor
rowings is estimated based on the quoted market prices
for the same or similar issues or on the current rates of
fered to the Company for debt of the same remaining
maturities.
Foreign currency contracts—The fair value is based on
quotes obtained from brokers or reference to publicly
available market information. As of June 30, 1996, and
June 25, 1995, the fair value of foreign currency forward
contracts approximated contract value.
Commodity futures contracts—The fair value is based on
quotes obtained from brokers.

UNISYS CORPORATION (DEC)
NOTES TO FINANCIAL STATEMENTS
13. Financial instruments
The company uses derivative financial instruments to re
duce its exposure to market risks from changes in for
eign exchange rates and interest rates. The company
does not hold or issue financial instruments for specula
tive trading purposes. The derivative instruments used
are foreign exchange forward contracts and options.
These derivatives, which are over-the-counter instru
ments, are non-leveraged and involve little complexity.
The company monitors and controls its risks in the de
rivative transactions referred to above by periodically as
sessing the cost of replacing, at market rates, those
contracts in the event of default by the counterparty. The
company believes such risk to be remote. In addition, be
fore entering into derivative contracts, and periodically
during the life of the contract, the company reviews the
counterparties’ financial condition.
Due to its foreign operations, the company is exposed
to the effects of foreign exchange rate fluctuations on the
U.S. dollar. Foreign exchange forward contracts and op
tions generally having maturities of less than nine
months are entered into for the sole purpose of hedging
certain transactional exposures.
The cost of foreign currency options is recorded in pre
paid expenses in the consolidated balance sheet. At De
cember 31, 1996, such prepaid expense was $3.6
million. When the U.S. dollar strengthens against foreign
currencies, the decline in value of the underlying expo
sures is partially offset by gains in the value of pur
chased currency options designated as hedges. When
the U.S. dollar weakens, the increase in the value of the
underlying exposures is reduced only by the premium
paid to purchase the options. The cost of options and
any gains thereon are reported in income when the re
lated transactions being hedged (generally within 12
months) are recognized.
The company also enteres into foreign exchange for
ward contracts. Gains and losses on such contracts,
which hedge transactional exposure, are deferred and in
cluded in current liabilities until the corresponding trans
action is recognized. At December 31, 1996, the
company had a total of $200.0 million (of notional value)
of foreign exchange forward contracts, $144.7 million to
sell foreign currencies, and $55.3 million to buy foreign
currencies. At December 31, 1995, the company had a
total of $370.9 million of such contracts, $176.1 million to
sell foreign currencies and $194.8 million to buy foreign
currencies. At December 31, 1996, a realized net gain on

Financial Instruments

such contracts of approximately $2.8 million was de
ferred and included in current liabilities. Gains or losses
on foreign exchange forward contracts that hedge for
eign currency transactions are reported in income when
the related transactions being hedged (generally within
12 months) are recognized.
Financial instruments comprise the following:
December 31 (Millions)
Outstanding:
Long-term debt
Foreign exchange forw ard contracts*
Foreign exchange op tion s*
Interest rate swaps*
Foreign currency swaps*
Estimated fa ir value:
Long-term debt
Foreign exchange forw ard contracts
Foreign exchange options
Interest rate swaps
Foreign currency swaps

1996

1995

$2,277.2
200.0
282.3
—
—

$1,876.8
370.9
256.8
50.2
50.1

2,374.3
197.8
5.9

1,715.8
369.3
3.8
(1.0)
18.6

—

—

* notional value

Financial instruments also include temporary cash in
vestments and customer accounts receivable. Tempo
rary investments are placed with creditworthy financial
institutions, primarily in over-securitized treasury repur
chase agreements, Euro-time deposits, or commercial
paper of major corporations. The company’s cash
equivalents are classified as available-for-sale and at
December 31, 1996, principally have maturities of less
than one month. Due to the short maturities of these in
struments, they are carried on the balance sheet at cost
plus accrued interest, which approximates market value.
Realized gains or losses during 1996 and 1995, as well
as unrealized gains or losses at December 31, 1996,
were immaterial. Receivables are due from a large num
ber of customers that are dispersed worldwide across
many industries. At December 31, 1996 and 1995, the
company had no significant concentrations of credit risk.
For foreign currency contracts and options, no impact
on financial position or results of operations would result
from a change in the level of the underlying rate, price or
index. All of the company’s foreign currency contracts
and options are hedges against specific exposures and
have been accounted for as such. Therefore, a change
in the derivative’s value would be offset with an equal but
opposite change in the hedged item.
The carrying amount of cash, cash equivalents, and
marketable securities approximates fair value because of
the short maturity of these instruments. The fair value of
the company’s long-term debt was based on the quoted
market prices for publicly traded issues. For debt that is
not publicly traded, the fair value was estimated based
on current yields to maturity for the company’s publicly
traded debt with similar maturities. In estimating the fair
value of its derivative positions, the company utilizes
quoted market prices, if available, or quotes obtained
from outside sources.
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OTHER OFF-BALANCE-SHEET FINANCIAL
INSTRUMENTS
Financial Guarantees
CVS CORPORATION (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
13 (In Part): Contingencies
In connection with certain dispositions completed be
tween 1991 and 1996, the Company continues to guar
antee lease obligations for approximately 2,600 former
stores. The Company is indemnified for these obligations
by the respective purchasers. Assuming that each re
spective purchaser became insolvent, an event which
the Company believes to be highly unlikely, manage
ment estimates that It could settle these obligations for
approximately $1.3 billion at December 31, 1996. In the
opinion of management, the ultimate disposition of these
guarantees will not have a material adverse effect on the
Company’s consolidated financial condition, results of
operations or future cash flows.
E.l. DU PONT DE NEMOURS AND COMPANY
(DEC)
NOTES TO FINANCIAL STATEMENTS
(Dollars in millions)
25 (In Part): Commitments and Contingent Liabilities
The company has indirectly guaranteed various debt ob
ligations under agreements with certain affiliated and
other companies to provide specified minimum revenues
from shipments or purchases of products. At December
31, 1996, these indirect guarantees totaled $73, and the
company had directly guaranteed $1,262 of the obliga
tions of certain affiliated companies and others. No ma
terial loss is anticipated by reason of such agreements
and guarantees. In addition, at December 31, 1996, the
company had directly guaranteed the commitment by an
equity affiliate to purchase natural gas at prices that
were in excess of year-end 1996 market prices. No ma
terial annual loss is expected from this commitment.
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FLUOR CORPORATION (OCT)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

SUN COMPANY, INC. (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Contingencies and Commitments (In Part):

12 (In Part): Commitments and Contingent Liabilities

Financial guarantees, made in the ordinary course of
business on behalf of clients and others in certain limited
circumstances, are entered into with financial institutions
and other credit grantors and generally obligate the com
pany to make payment in the event of a default by the
borrower. Most arrangements require the borrower to
pledge collateral in the form of property, plant and equip
ment which is deemed adequate to recover amounts the
company might be required to pay. As of October 31,
1996, the company had extended financial guarantees
on behalf of certain clients and other unrelated third par
ties totaling approximately $42 million.

The Company guarantees the $109 million of outstand
ing debt of Radnor Corporation, its real estate operation
held for sale. Such debt, which is due no later than Feb
ruary 2001, is expected to be substantially repaid by the
end of 1998 with proceeds from the disposal of the Com
pany’s remaining real estate portfolio (Note 2). Sun is
also contingently liable under various other arrange
ments which guarantee debt of affiliated companies and
others aggregating approximately $26 million at Decem
ber 31, 1996 and maturing at various dates through
2014.
15 (In Part): Financial Instruments

GENERAL DYNAMICS CORPORATION (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Dollars in millions)

The Company guarantees the debt of affiliated compa
nies and others (Note 12). Due to the complexity of these
guarantees and the absence of any market for these fi
nancial instruments, the Company does not believe it is
practicable to estimate their fair value.

L (In Part): Fair Value of Financial Instruments
The company was contingently liable for debt and lease
guarantees and other arrangements aggregating up to a
maximum of approximately $70 at December 31, 1996.
The company knows of no event of default that would re
quire it to satisfy these guarantees, and therefore, the
fair value of these contingent liabilities is considered im
material.
PHELPS DODGE CORPORATION (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 19 (In Part): Derivative Financial Instruments Held
for Purposes Other Than Trading and Fair Value of
Financial Instruments
Standby letters of credit and financial guarantees—the
fair values of guarantees and letters of credit are based
on fees currently charged for similar agreements or on
the estimated cost to terminate them or otherwise settle
the obligations with the counterparties at the reporting
date. The Corporation, including certain subsidiaries,
have various guarantees and letters of credit totaling
$86.2 million. There is no market for these guarantees or
standby letters of credit and they were issued without ex
plicit cost. Therefore, it is not practicable to establish
their fair value.

Letters Of Credit
BEMIS COMPANY, INC. (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 14 (In Part): Financial Instruments
The Company is also a party to letters of credit totaling
$4,290,000 and $7,788,000 at December 31, 1996 and
1995, respectively. In the Company’s past experience,
virtually no claims have been made against these finan
cial instruments. Management does not expect any ma
terial losses to result from these off-balance-sheet Instru
ments because performance is not expected to be
required, and, therefore, is of the opinion that the fair
value of these instruments is zero.

Financial Instruments

BORG-WARNER SECURITY CORPORATION (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
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THE LTV CORPORATION (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Note 13 (In Part): Fair Value of Financial Instruments

Financial Instruments (In Part)

The methods and assumptions used to estimate the fair
value of each class of financial instrument are as follows:

Outstanding letters of credit totaled $107.6 million and
$118.6 million at December 31, 1996 and 1995, respec
tively. The letters of credit guarantee performance to
third parties of various trade activities and tax benefit
transfer agreements. LTV has guaranteed approximately
$13 million per year through January 1999 for a joint
venture’s operating lease rental obligation. The Com
pany does not believe it is practicable to estimate the fair
value of the guarantees and does not believe exposure
to loss is likely.

Letters of credit
The Company utilizes third-party letters of credit to guar
antee certain casualty insurance activities. The letters of
credit reflect fair value as a condition of their underlying
purpose and are subject to fees competitively deter
mined in the marketplace. The contract value/fair value
of the letters of credit at December 31, 1995 and 1996
were $150.3 million and $136.3 million, respectively. To
monitor the counterparties’ ability to perform, these let
ters of credit are only executed with major financial insti
tutions, and full performance is anticipated.
FOSTER WHEELER CORPORATION (DEC)

16 (In Part): Financial Instruments and Risk
Management
Carrying Amounts and Fair Values—The estimated fair
values of the Corporation’s financial instruments are as
follows:
1995

1996

Nonderivatives:
Cash and short-term
investments
Long-term investm ents
Long-term debt
Derivatives:
Foreign currency
contracts
Interest rate swaps

Fair
Value

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 10 (In Part): Commitments and Contingencies

NOTES TO FINANCIAL STATEMENTS

Carrying
A m ount

RYKOFF-SEXTON, INC. (APR)

Carrying
Am ount

Fair
Value

$404,329 $404,329 $279,984 $279,984
700
1,170
4,150
4,650
(829,043) (828,287) (589,052) (595,000)

The Company utilizes standby letters of credit to satisfy
worker’s compensation self insurance security deposit
requirements. These letters of credit are irrevocable and
have one-year renewable terms. Outstanding standby
letters of credit as of April 27, 1996 and April 29, 1995
were $17.1 million and $18.0 million, respectively. Addi
tionally, the Company had outstanding irrevocable com
mercial letters of credit of $4.0 million and $3.8 million as
of April 27, 1996 and April 29, 1995, respectively. These
letters of credit, which are payable at sight, collateralize
the Company’s obligations to third parties for the pur
chase of inventory. The contract amounts of these letters
of credit approximate their fair value.

Commitments To Extend Credit
THE BOEING COMPANY (DEC)

1,430
—

1,430
260

(17,700)
—

(17,700)
200

In the ordinary course of business, the Corporation is
contingently liable for performance under letters of credit
totaling approximately $166,000 and $139,000 at De
cember 27, 1996 and December 29, 1995, respectively.
In the Corporation’s past experience, virtually no claims
have been made against these financial instruments.
Management of the Corporation does not expect any
material losses to result from these off-balance-sheet in
struments and, therefore, is of the opinion that the fair
value of these instruments is zero.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Dollars in millions)
Note 18. Disclosures about Fair Value of Financial
Instruments
As of December 31, 1996 and 1995, the carrying amount
of accounts receivable was $1,988 and $1,470 and the
fair value of accounts receivable was estimated to be
$1,929 and $1,445. The lower fair value reflects a dis
count due to deferred collection for certain receivables
that will be collected over an extended period. The carry
ing value of accounts payable is estimated to approxi
mate fair value.
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The carrying amount of notes receivable, net of valu
ation allowance, is estimated to approximate fair value.
Although there are generally no quoted market prices
available for customer financing notes receivable, the
valuation assessments were based on the respective in
terest rates, risk-related rate spreads and collateral con
siderations.
As of December 31, 1996 and 1995, the carrying
amount of long-term debt was $3,993 and $2,615, and
the fair value of long-term debt, based on current market
rates for debt of the same risk and maturities, was esti
mated at $4,229 and $2,996. The Company’s long-term
debt, however, is generally not callable until maturity.
With regard to financial instruments with off-balancesheet risk, it is not practicable to estimate the fair value
of future financing commitments, and all other off-bal
ance-sheet financial instruments are estimated to have
only a nominal fair value. The terms and conditions re
flected in the outstanding guarantees and commitments
for financing assistance are not materially different from
those that would have been negotiated as of December
31, 1996.

FINANCIAL INSTRUMENTS RECOGNIZED IN
BALANCE SHEET
ABM INDUSTRIES INCORPORATED (OCT)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
13. D isclosures about F air Value o f Financial
Instrum ents

The carrying amounts reported in the balance sheet for
cash and cash equivalents approximate fair value due to
the short-maturity of these instruments.
Financial instruments included in investments and
long-term receivables have no quoted market prices and,
accordingly, a reasonable estimate of fair market value
could not be made without incurring excessive costs.
However, the Company believes by reference to stated
interest rates and security held, the fair value of the as
sets would not differ significantly from the carrying value.
The fair value of the Company’s long-term debt ap
proximates carrying value based on the quoted market
prices for the same or similar issues or on the current
rates offered to the Company for debt of the same re
maining maturities.
The Company believes that it is not practical to esti
mate a fair market value different from the redeemable
cumulative preferred stock’s carrying value of $6.4 mil
lion, as this security was issued in conjunction with an
acquisition and has numerous features unique to this se
curity as described in Note 9.

BAXTER INTERNATIONAL INC. (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
7 (In P art): F inancial Instrum ents and R isk M anagem ent
FAIR VALUES OF FINANCIAL INSTRUMENTS
Carrying am ounts

as of December 31
(in millions)
Assets
Long-term insurance
receivables
Investm ent in affiliates
Liabilities
Notes payable to banks
S hort-term borrow ings
classified as long te rm 2
Other long-term debt
and lease obligations1,2
Foreign exchange hedges
Long-term litigation
liabilities

Approxim ate
fair values

1996

1995

1996

1995

$641
64

$805
134

$548
74

$633
134

121

59

121

59

743

1,174

741

1,180

1,177
(18)

1,358
7

1,228
2

1,470
20

365

678

290

532

1. Based on quoted market prices fo r the same o r sim ilar issues.
2. Interest rate hedge carrying am ounts are included in correspond
ing debt balances.

Although the company’s litigation remains unresolved by
final orders or settlement agreements in most cases, the
estimated fair values of insurance receivables and long
term litigation liabilities were computed by discounting
the expected cash flows based on currently available in
formation.
The carrying values of cash and equivalents, accounts
receivable and payable, and accrued liabilities approxi
mate fair value due to the short-term maturities of these
assets and liabilities.
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Amounts related to Chrysler’s financial instruments
were as follows:

BRIGGS & STRATTON CORPORATION (JUN)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
11. Disclosures about Fair Value of Financial
Instruments

In millions of dollars

The following methods and assumptions were used to
estimate the fair value of each class of financial instru
ments for which it is practicable to estimate that value;
Cash and Cash Equivalents, Domestic Notes Payable
and Foreign Loans: The carrying amount approximates
fair value because of the short maturity of those instru
ments.
Long-Term Debt: The fair value of the Company’s long
term debt is estimated based on quotations made on
similar issues.
The estimated fair values of the Company’s financial
instruments are as follows (in thousands of dollars):
1996

Cash and Cash Equivalents
Domestic Notes Payable
Foreign Loans
Long-Term Debt, including
current m aturities

Carrying
Am ount

Fair
Value

$150,639
5,000
14,922

$150,639
5,000
14,922

75,000

77,365

1995

Cash and Cash Equivalents
Domestic Notes Payable
Foreign Loans
Long-Term Debt

December 3 1 , 1996 December 3 1 , 1995

Carrying
Am ount

Fair
Value

$170,648
6,750
19,653
75,000

$170,648
6,750
19,653
81,500

CHRYSLER CORPORATION (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 18. (In Part): Financial Instruments
The estimated fair values of financial instruments have
been determined by Chrysler using available market in
formation and the valuation methodologies described be
low. However, judgment is often required in interpreting
market data to develop the estimates of fair value. Ac
cordingly, the estimates presented herein may not be in
dicative of the amounts that Chrysler could realize in a
current market exchange. The use of different assump
tions or valuation methodologies may have a material ef
fect on the estimated fair value amounts.

Carrying
Am ount

Fair
Value

Carrying
Am ount

Fair
Value

$2,594

$2,594

$2,582

$2,583

10,353
13,448

10,315
13,929

11,823
14,368

11,827
15,331

52

57

175

200

Balance Sheet Financial
Instrum ents
Marketable securities
Finance receivables and
retained interests
Debt
Currency exchange
agreements

(1) The carrying value of finance receivables and retained interests
excludes $1,986 m illion and $1,800 m illion of direct finance
and leveraged leases classified as finance receivables in the
consolidated balance sheet at December 31, 1996 and 1995,
respectively.
(2) Currency exchange agreements are recorded on the consoli
dated balance sheet as a net reduction to the carrying value of
debt.
December 3 1 , 1996 December 3 1 , 1995

In millions of dollars

Contract
or
Unrealized
Gains/
Notional
Am ount (Losses)

Other Financial Instrum ents
Interest rate swaps
W ith unrealized gains
$1,246
W ith unrealized losses
2,420
Forward contracts
520
Currency forw ard contracts
W ith unrealized gains
2,028
W ith unrealized losses
680
Purchased currency options(1)
W ith unrealized gains
35
W ith unrealized losses
—

$14
(22)
(3)

Contract
or
Unrealized
Notional
Gains/
A m ount (Losses)

$750
1,935

$26
(33)

—

90
(47)

573
885

14
(26)

2
—

328
418

(10)

23

(1) Includes purchased currency options w ith a notional am ount of
$351 m illion at December 31, 1995, which have been effec
tively closed out w ith w ritten currency options also w ith a no
tional am ount of $351 m illion.

The carrying values of cash and cash equivalents, ac
counts receivable and accounts payable approximated
fair values due to the short-term maturities of these in
struments.
The methods and assumptions used to estimate the
fair values of balance sheet and other financial instru
ments are summarized as follows:
Marketable Securities
The fair values of marketable securities were estimated
using quoted market prices.
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Finance Receivables and Retained Interests in Sold
Receivables
The carrying value of variable-rate finance receivables
was assumed to approximate fair value since they are
priced at current market rates. The fair value of fixed-rate
finance receivables was estimated by discounting ex
pected cash flows using rates at which loans of similar
maturities would be made as of the date of the consoli
dated balance sheet. The fair values of residual cash
flows and other subordinated amounts due CFC arising
from receivable sale transactions were estimated by dis
counting expected cash flows at current market rates.
Debt
The fair value of public debt was estimated using quoted
market prices. The fair value of other long-term debt was
estimated by discounting future cash flows using rates
currently available for debt with similar terms and re
maining maturities.
Currency Exchange Agreements
The fair values of currency exchange agreements were
estimated by discounting the expected cash flows using
market exchange rates and relative market interest rates
over the remaining terms of the agreements. Currency
exchange agreements are more fully described in Notes
1 and 7.
Interest Rate Swaps
The fair values of interest rate swaps were estimated by
discounting expected cash flows using quoted market in
terest rates. Interest rate swaps are more fully described
in Notes 1 and 7.
Forward Contracts
The fair values of forward contracts were estimated by
discounting expected cash flows using quoted market in
terest rates. Forward contracts are more fully described
in Note 1.
Currency Forward and Option Contracts
The fair values of currency forward and option contracts
were estimated based on quoted market prices for con
tracts of similar terms. Currency forward and option con
tracts are more fully described in Note 1.
The fair value estimates presented herein were based
on information available as of the date of the consoli
dated balance sheet. Although management is not aware
of any factors that would significantly affect the estimated
fair value amounts, such amounts have not been reval
ued since the date of the consolidated balance sheet
and, therefore, current estimates of fair value may differ
from the amounts presented herein.

EKCO GROUP, INC. (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
18 (In Part): Fair Value of Financial Instruments
The carrying amounts of cash, accounts receivable, ac
counts payable, and accrued expenses approximate fair
value because of the short maturity of these items.
The carrying amount of the debt issued pursuant to the
Company’s bank credit agreement approximates fair
value because the interest rates change with market in
terest rates.
The Senior Notes are not actively traded and there
was no quoted market price at December 29, 1996.
There were two trades of the Senior Notes during De
cember 1996 and January 1997 at a price of $97 and
$99, respectively. Using an average price of $98, the fair
value at December 29, 1996 would be $122.5 million.
There are no quoted market prices for the Series B
ESOP Preferred Stock. Each share of Series B ESOP
Preferred Stock is redeemable at a price of $3.61 per
share or convertible into one share of the Company’s
common stock. Assuming all shares were allocated and
all employees were fully vested, the redemption value of
the ESOP Preferred Stock would be $5.2 million. Given
these same assumptions the shares could be converted
into common stock having a market value of $6.1 million
at December 29, 1996.
These fair value estimates are subjective in nature and
involve uncertainties and matters of significant judgment
and therefore, cannot be determined with precision.
Changes in assumptions could significantly affect these
estimates.
KERR-MCGEE CORPORATION (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
13 (In Part): Financial Instruments and Hedging Activities
Financial Instruments for Other than Trading Purposes
In addition to the investments discussed above, the com
pany holds or issues financial instruments for other than
trading purposes. At December 31, 1996 and 1995, the
carrying amount and estimated fair value of such finan
cial instruments for which fair value can be determined
are as follows:
1996

(in millions of dollars)
Cash and cash
equivalents
Long-term notes
receivable
Contracts to sell
foreign currencies
Contracts to purchase
foreign currencies
S hort-term borrow ings
Total long-term debt

1995

Carrying
A m ount

Fair
Value

Carrying
Am ount

Fair
Value

$121

$121

$87

$87

17

17

21

21

13

33

15

34

—

37
626

29
37
737

—

94
641

54
94
763
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The carrying amount of cash and cash equivalents ap
proximates fair value of those instruments due to their
short maturity. The fair value of notes receivable is
based on discounted cash flows or the fair value of the
note’s collateral. The fair value of the companies short
term and long-term debt is based on the quoted market
prices for the same or similar debt issues or on the cur
rent rates offered to the company for debt with the same
remaining maturity. The fair value of foreign currency for
ward contracts represents the aggregate replacement
cost based on financial institutions’ quotes.
PITNEY BOWES INC. (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Dollars in thousands)

Commitments to extend credit
The fair value of commitments to extend credit is esti
mated by comparing current market conditions taking
into account the remaining terms of existing agreements
and present creditworthiness of the counterparties.
Transfer of receivables with recourse
The fair value of the recourse liability represents the esti
mate of expected future losses. The company peri
odically evaluates the adequacy of allowances and esti
mates of expected losses; if the resulting evaluation of
expected losses differs from the actual allowance, ad
justments are made to the allowance.
The estimated fair value of the company’s financial in
struments is as follows:

18. Fair value of Financial Instruments

December 3 1 , 1996

The following methods and assumptions were used to
estimate the fair value of each class of financial instru
ments:

Investm ent securities
Loan receivables
Long-term debt
Interest rate swaps
Foreign currency
exchange contracts
Residual and conditional
com m itm ent
guarantee contracts
Transfer of receivables w ith
recourse

Cash, cash equivalents, short-term investments, ac
counts receivable, accounts payable and notes payable
The carrying amounts approximate fair value because of
the short maturity of these instruments.
Investment securities
The fair value of investment securities is estimated
based on quoted market prices, dealer quotes and other
estimates.
Loan receivables
The fair value of loan receivable is estimated based on
quoted market prices, dealer quotes or by discounting
the future cash flows using current interest rates at which
similar loans would be made to borrowers with similar
credit ratings.
Long-term debt
The fair value of long-term debt is estimated based on
quoted dealer prices for the same or similar issues.
Interest rate swap and swap option agreements and
foreign currency exchange contracts
The fair values of interest rate swaps, swap options and
foreign currency exchange contracts are obtained from
dealer quotes. These values represent the estimated
amount the company would receive or pay to terminate
agreements taking into consideration current interest
rates, the creditworthiness of the counterparties and cur
rent foreign currency exchange rates.
Residual and conditional commitment guarantee
contracts
The fair value of residual and conditional commitment
guarantee contracts is based on the projected fair mar
ket value of the collateral as compared to the guaranteed
amount plus a commitment fee generally required by the
counterparty assuming the guarantee.

$

2,681
381,790
(1,577,277)
(1,639)

$

806

$

2,691
365,560
(1,629,527)
(27,969)
385

(5,068)

(6,003)

(10,885)

(11,093)

Fair
value

Carrying
value*

December 3 1 , 1995
Investm ent securities
Loan receivables
Long-term debt
Interest rate swaps
Foreign currency
exchange contracts
Residual and conditional
com m itm ent
guarantee contracts
Com m itm ents to extend credit
Transfer of receivables w ith
recourse

Fair
value

Carrying
value*

1,797
280,013
(1,080,381)
(1,147)

$

1,813
284,245
(1,174,836)
(42,318)

(499)

(850)

(4,669)

(5,782)
(165)

—

(17,349)

(17,349)

* Carrying value includes accrued interest and deferred fee income.
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REPUBLIC GROUP INCORPORATED (JUN)

THIOKOL CORPORATION ( JUN)

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

11. Fair Value of Financial Instruments

Note 16. Fair Value of Financial Instruments

The following table summarizes the carrying amounts
and estimated fair values of the Company’s financial in
struments as of June 3 0 , 1996.

Under SFAS No. 107, “Fair Value Disclosures about Fi
nancial Instruments,” the Company is required to dis
close the fair value of financial instruments, including offbalance-sheet financial instruments, when fair value can
be reasonably estimated. The values provided are repre
sentative of fair values only as of June 30, 1996 and
1995, and do not reflect subsequent changes in the
economy, interest and tax rates, and other variables that
may impact determination of fair value. The following
methods and assumptions were used in estimating fair
values:

Cash and cash equivalents
Current investm ents and
marketable securities
Long-term investments
Notes receivable
Long-term debt

Carrying
Am ount

Estimated
Fair Value

$ 2,243,000

$ 2,243,000

12,325,000
122,000
119,000
24,840,000

12,325,000
122,000
129,000
24,840,000

The following methods and assumptions were used to
estimate the fair value of each class of financial instru
ment;
Cash and Cash Equivalents
The carrying amount is assumed to approximate fair
value because of the short maturities of those instru
ments.
Current Investments and Marketable Securities
The estimated fair value of current investments and mar
ketable securities is based on quoted market prices for
those or similar investments. Costs approximate market
value.
Long-Term Investments
The estimated fair value of long-term investments is
based on quoted market prices for those or similar in
vestments.
Notes Receivable
The estimated fair value of notes receivable is based on
discounting future cash flows using current interest rates
at which similar loans would be made to borrowers with
similar credit ratings for the same remaining maturities.
Long-Term Debt
All the Company’s long-term debt is at a short-term vari
able rate; therefore the carrying value approximates mar
ket prices.

Cash and cash equivalents: The carrying amount ap
proximates fair value.
Receivables: The fair value of receivables, due to the
collection of certain receivables over an extended period,
is based on the discounted value of expected future cash
flows.
Short-term and long-term debt; The carrying value of
short-term debt approximates fair value. The fair value of
long-term debt is estimated based on the current borrow
ing rates for similar issues.
Off-balance-sheet instruments: Foreign currency exchange contracts are not significant.
The carrying amounts and estimated fair values of the
Company’s financial instruments as of June 30 were as
follows:
1996

(in millions)
Cash and cash
equivalents
Receivables
Short-term debt
Long-term debt

1995

Carrying
Am ount

Fair
Value

Carrying
A m ount

Fair
Value

$ 15.1
162.6
62.7
2.4

$ 15.1
160.9
62.7
2.4

$ 13.2
268.1
62.8
2.6

$ 13.2
264.1
62.8
2.6

Financial Instruments

CONCENTRATIONS OF CREDIT RISK
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CMI CORPORATION (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

C.R. BARD, INC. (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
1 (In P art): S ignificant A ccounting P olicies

Concentrations of Credit Risk
Financial instruments, which potentially subject the com
pany to significant concentrations of credit risk, consist
principally of cash investments, foreign currency ex
change contracts, and trade accounts receivable.
The company maintains cash and cash equivalents,
investments, and certain other financial instruments with
various major financial institutions. The company per
forms periodic evaluations of the relative credit standing
of these financial institutions and limits the amount of
credit exposure with any institution.
Concentrations of credit risk with respect to trade ac
counts receivable are limited due to the large number of
customers and their dispersion across many geographic
areas. However, a significant amount of trade receiv
ables are with national health care systems in several
countries. Although the company does not currently fore
see a credit risk associated with these receivables, re
payment is dependent upon the financial stability of
those countries’ national economies.

1 (In P art): D escription o f Business and Sum m ary o f
S ignificant A ccounting Policies

Business and Credit Concentrations
The Company’s customers are not concentrated in any
specific geographic region, but are concentrated in the
road and heavy construction business. No single cus
tomer accounted for a significant amount of the Com
pany’s sale, and there were no significant accounts re
ceivable from a single customer. The Company reviews
a customer’s credit history before extending credit. The
Company establishes an allowance for doubtful accounts
based upon factors surrounding the credit risk of specific
customers, historical trends, and other information. To
reduce credit risk, the Company generally requires a
down payment on large equipment orders, and interna
tional sales are generally secured by letters of credit.
The Company had short-term notes receivable and
sales-type lease payments due from customers included
in accounts receivable of approximately $1,321,000 and
$2,538,000 at December 31, 1996 and 1995, respec
tively.
COMMERCIAL METALS COMPANY (AUG)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

BROWN & SHARPE MANUFACTURING COMPANY
(DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
1 (In P art): S ignificant A ccounting Policies

Credit Risk
Financial instruments which potentially subject the Com
pany to concentrations of credit risk consist principally of
temporary cash investments and trade receivables. The
Company places its temporary cash investments with
high credit quality financial institutions which invest pri
marily in U.S. Government instrumentalities, commercial
paper of prime quality, certificates of deposit, and bank
ers acceptances guaranteed by banks or savings and
loan associations which are members of the FDIC. Con
centrations of credit risk with respect to trade receivables
are limited due to the Company’s large number of cus
tomers and their dispersion across many different indus
tries and countries worldwide. At December 31, 1996,
the Company had no significant concentrations of credit
risk.

5 (In P art): F inancial Instrum ents, M arket and C redit R isk

In the normal course of its marketing activities, the Com
pany transacts business with substantially all sectors of
the metals industry. Customers are internationally dis
persed, cover the spectrum of manufacturing and distri
bution, deal with various types and grades of metal, and
have a variety of end markets in which they sell. The
Company’s historical experience in collection of ac
counts receivable falls within the recorded allowances.
Due to these factors, no additional credit risk beyond
amounts provided for collection losses is believed inher
ent in the Company’s accounts receivable.
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THE WALT DISNEY COMPANY (SEP)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

GOLDEN ENTERPRISES, INC. (MAY)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Note. 12 (In Part): F inancial Instrum ents

N ote 6 — C oncentrations o f C redit R isk

Credit Concentrations
The Company continually monitors its positions with, and
the credit quality of, the financial institutions which are
counterparties to its financial instruments and does not
anticipate nonperformance by the counterparties. The
Company would not realize a material loss as of Septem
ber 30, 1996 in the event of nonperformance by any one
counterparty. The Company enters into transactions only
with financial institution counterparties which have a
credit rating of A- or better. The Company’s current pol
icy in agreements with financial institution counterparties
is generally to require collateral in the event credit ratings
fall below A- or in the event aggregate exposures exceed
limits as defined by contract. In addition, the Company
limits the amount of credit exposure with any one institu
tion. At September 30, 1996, financial institution counter
parties posted collateral of $201 million to the Company,
and the Company was not required to collateralize its fi
nancial instrument obligations.
The Company’s trade receivables and investments do
not represent significant concentrations of credit risk at
September 30, 1996, due to the wide variety of custom
ers and markets into which the Company’s products are
sold, their dispersion across many geographic areas,
and the diversification of the Company’s portfolio among
instruments and issuers.

The Company’s financial instruments that are exposed to
concentrations of credit risk consist primarily of cash
equivalents and trade receivables.
The Company maintains its cash accounts primarily
with banks located in Alabama. The total cash balances
are insured by the F.D.I.C. up to $100,000 per bank. The
Company had cash balances on deposit with two Ala
bama banks at May 31, 1996 that exceeded the balance
insured by the F.D.I.C. in the amount of $1,174,911.
The Company’s trade receivables result primarily from
its snack food operations and reflect a broad customer
base, primarily large grocery chains located in the south
eastern United States. The Company routinely assesses
the financial strength of its customers. As a conse
quence, concentrations of credit risk are limited.

FEDERAL-MOGUL CORPORATION (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
8 (In P art): F inancial Instrum ents

Concentrations Of Credit Risk
Financial instruments which potentially subject the com
pany to concentrations of credit risk consist primarily of
accounts receivable and cash investments. The com
pany’s customer base includes virtually every significant
global automotive manufacturer and a large number of
distributors and installers of automotive replacement
parts. However, the company’s credit evaluation proc
ess, reasonably short collection terms and the geo
graphical dispersion of sales transactions help to miti
gate any concentration of credit risk. The company also
has cash investment policies that limit the amount of
credit exposure to any one financial institution and re
quire placement of investments in financial institutions
evaluated as highly creditworthy.
The company does not generally require collateral for
its trade accounts receivable. The allowance for doubtful
accounts of $16.3 million and $13.4 million at December
31, 1996 and 1995 is based upon the expected collecti
bility of all trade accounts receivable including those
sold.

HALLIBURTON COMPANY (DEC)
NOTES TO FINANCIAL STATEM ENTS
N ote 11 (In Part): F inancial Instrum ents and R isk
M anagem ent

Credit Risk. Financial instruments which potentially sub
ject the Company to concentrations of credit risk are pri
marily cash equivalents, investments and trade receiv
ables. It is the Company’s practice to place its cash
equivalents and investments in high quality securities
with various investment institutions. The Company de
rives the majority of its revenues from sales and services
to, including engineering and construction for, the energy
industry. Within the energy industry, trade receivables
are generated from a broad and diverse group of cus
tomers. There are concentrations of receivables in the
United States and the United Kingdom. The Company
maintains an allowance for losses based upon the ex
pected collectibility of all trade accounts receivable.
There are no significant concentrations of credit risk with
any individual counterparty or groups of counterparties
related to the Company’s derivative contracts. Counter
parties are selected by the Company based on creditworthiness, which the Company continually monitors,
and on the counterparties’ ability to perform their obliga
tions under the terms of the transactions. The Company
does not expect any counterparties to fail to meet their
obligations under these contracts given their high credit
ratings and, as such, considers the credit risk associated
with its derivative contracts to be minimal.
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were 17.5%, 11.6% and 5.8% of total sales, respectively.
Fiscal 1996 sales included 5.6% to one foreign cus
tomer. At September 28, 1996, accounts receivable from
this foreign customer were $14.0 million.

HAMPTON INDUSTRIES, INC. (DEC)
NOTES TO FINANCIAL STATEM ENTS
I. C oncentration O f C redit R isk

Trade receivables potentially subject the Company to
credit risk. The Company extends credit to its customers
based upon an evaluation of the customer’s financial
condition and credit history and generally does not re
quire collateral. The Company has historically incurred
minimal credit losses.
The Company’s broad range of customers include
many large multi-outlet retail chains, two of which ac
count for a significant percentage of sales volume, as
follows:

W al-M art Stores, Inc.
J.C. Penney Co., Inc.

1996

1995

1994

16%
15%

18%

17%
18%

16%

M.A. HANNA COMPANY (DEC)
SUM M ARY O F ACCOUNTING PO LICIES
C oncentrations O f C redit R isk

Financial instruments which potentially subject the Com
pany to credit risk are trade accounts receivable and for
eign exchange contracts. Concentration of credit risk
with respect to trade accounts receivable is limited due
to the large number of customers comprising the Com
pany’s customer base and their break down among
many different industries and geographical locations.
The Company is exposed to credit risk with respect to
foreign exchange contracts in the event of nonperform
ance by the counterparties to these financial instru
ments, which are major financial institutions. Manage
ment believes the risk of incurring material losses related
to this credit risk is remote.

HUDSON FOODS, INC. (SEP)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

PIONEER HI-BRED INTERNATIONAL, INC. (AUG)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
N ote 8 (In Part): F inancial Instrum ents

Credit risk: The Company’s financial instruments subject
to credit risk are primarily trade accounts receivable,
cash and cash equivalents, and foreign currency ex
change contracts. The Company is exposed to credit risk
of nonperformance by counterparties. Generally, the
Company does not require collateral or other security to
support customer receivables or foreign currency ex
change contracts. The counterparties to the Company’s
hedge instruments are major financial institutions. The
Company evaluates the creditworthiness of the counter
parties to hedge instruments and has never experienced,
nor does it anticipate, nonperformance by any of its
counterparties.
The Company had the following significant concentra
tions of trade accounts receivables, and cash and cash
equivalents subject to credit risk:
August 31,
(In m illions)
United States
Italy
Brazil
Argentina
Central Europe

1996

1995

$141
57
19

$92
57
16

11

12
8

9

Within the U.S., the majority of the Company’s business
is conducted with individual farm operators located
throughout the country. Outside the U.S., the majority of
the Company’s business is transacted with distributors
and cooperatives, some being government sponsored.
STANDARD MOTOR PRODUCTS, INC. (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

1 (In P art): Sum m ary o f S ignificant A ccounting P olicies

1 (In P art): Sum m ary o f S ignificant A ccounting P olicies

Concentrations. Financial instruments which subject the
Company to concentrations of credit risk consist primarily
of trade receivables from large domestic and foreign
companies. The Company generally does not require
collateral from its customers. Such credit risk is consid
ered by management to be limited due to the Company’s
broad customer base. In fiscal years 1996, 1995 and
1994, one domestic customer accounted for approxi
mately 18.7%, 14.7% and 17.7% of consolidated sales,
respectively. At September 28, 1996, accounts receiv
able from this customer were $20.8 million. The Com
pany’s foreign sales in fiscal years 1996, 1995 and 1994

Concentrations of Credit Risk
Financial instruments that potentially subject the Com
pany to significant concentrations of credit risk consist
principally of cash investments and accounts receivable.
The Company places its cash investments with high
quality financial institutions and limits the amount of
credit exposure to any one institution. With respect to ac
counts receivable, such receivables are primarily from
warehouse distributors in the automotive aftermarket in
dustry located in the United States. The Company per
forms ongoing credit evaluations of its customers’ finan
cial conditions. Members of one marketing group
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represent the Company’s largest group of customers and
accounted for approximately 16%, 15% and 15% of con
solidated net sales for the years ended December 31,
1996, 1995 and 1994, respectively. One individual mem
ber of this marketing group accounted for approximately
11% of net sales for the year ended December 31, 1996,
and less than 10% in the prior years. The Company’s
five largest individual customers, including the members
of this marketing group, accounted for 37%, 29% and
27% of net sales in 1996, 1995, and 1994 respectively.
SUN MICROSYSTEMS, INC. (JUN)

SUBSEQUENT EVENTS
Events or transactions which occur subsequent to the
balance sheet date but prior to the issuance of the finan
cial statements and which have a material effect on the
financial statements should be either recorded or dis
closed in the financial statements. Section 560 of State
ment on Auditing Standards No. 1 sets forth criteria for
the proper treatment of subsequent events. Table 1-14
lists the subsequent events disclosed in the financial
statements of the survey companies.
Example of subsequent event disclosures follow.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
1 (In Part): Summary of Significant Accounting Policies
Concentration of Credit Risk
Financial instruments that potentially subject the Com
pany to concentrations of credit risk consist principally of
investments, foreign exchange contracts, and interest
rate instruments as well as trade receivables. The coun
terparties to the agreements relating to the Company’s
investments, foreign exchange, and interest rate instru
ments consist of various major corporations and financial
institutions of high credit standing. The Company does
not believe there is significant risk of non-performance by
these counterparties because the Company limits the
amount of credit exposure to any one financial institution
and any one type of investment. The credit risk on re
ceivables due from counterparties related to foreign ex
change and currency option contracts is immaterial at
June 30, 1996 and 1995. The Company’s receivables
are derived primarily from sales of hardware and soft
ware products and services to customers in diversified
industries as well as to a network of resellers. The Com
pany performs ongoing credit evaluations of its custom
ers’ financial condition and limits the amount of credit ex
tended when deemed necessary but generally requires
no collateral. In fiscal 1996 the Company provided ap
proximately $11 million for doubtful accounts ($12 million
and $20 million in 1995 and 1994, respectively).

TABLE 1-14: SUBSEQUENT EVENTS
Number of Companies
1996 1995 1994 1993
Business com binations pending
or e ffe c te d ........................................
Debt incurred, reduced
or re fin a n c e d ...................................
Discontinued o p e ra tio n s ...................
L itig a tio n ...............................................
Stock splits or divid e n d s...................
Stock purchase rig h ts .......................
Employee benefit p la n s .....................
Capital stock issued o r purchased .
Other— d e s c rib e d ..............................

.

70

72

53

42

.
.
.
.

69
39
26
13
9
10
22
48

66
39
36
17
15
14
11
51

56
33
45
7
5
19
18
58

85
26
30
8
3
18
17
55

.
.
.

Business Combinations
BAXTER INTERNATIONAL INC. (DEC)
NOTES TO FINANCIAL STATEMENTS
14. Subsequent Events
In December 1996, the company commenced the acqui
sition of Immuno International AG (“Immuno”), a Euro
pean manufacturer of biopharmaceutical products and
services for transfusion medicine. The company will ac
quire Immuno in a three-part transaction. The purchase
price is valued at approximately $600 million (at the yearend foreign exchange rate). The initial step of the trans
action was completed in December 1996, with a $200
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million payment by the company to the private share
holders of Immuno. As a result of this transaction, the
company acquired 37% of the equity and 54% of the vot
ing rights of Immuno. In January 1997, the company
commenced a tender offer for all the publicly traded
shares of Immuno, valued at approximately $170 million.
The final step of the acquisition, the purchase of the re
maining shares from private shareholders for approxi
mately $165 million, is expected to be completed by mid1997. Under the terms of the stock-purchase agreement
with the private shareholders, approximately $65 million
of the purchase price will be held to cover legal contin
gencies. Refer to Note 13 for further discussion. The op
erations of Immuno will be included in the consolidated
financial statements on the basis of fiscal years ending
November 30. Since the company will adopt a November
30 fiscal year-end for Immuno, the acquisition will be re
corded in the company’s first fiscal quarter of 1997.
On December 4, 1996, the company entered into an
agreement to acquire Research Medical, Inc. (“RMI”), a
provider of specialized products used in open-heart sur
gery, for approximately $236 million in Baxter Interna
tional Inc. stock. The acquisition is expected to be
completed in early 1997.
The acquisitions of both Immuno and RMI will be ac
counted for under the purchase method, whereby the
purchase price will be allocated to the underlying assets
and liabilities based upon their estimated fair values. It is
expected that a substantial portion of the purchase price
for both Immuno and RMI will be allocated to in-process
research and development (“R&D”) which, under GAAP,
will be immediately expensed by the company.
Immuno’s net sales were approximately $540 million,
$530 million and $470 million for its fiscal years 1996,
1995, and 1994, respectively. RMI’s revenues were $40
million, $34 million and $27 million for its fiscal years
1996, 1995, and 1994, respectively. Excluding the R&D
charges, the acquisitions are not expected to have a ma
terial impact on the company’s results of operations in
1997
CLARCOR INC. (NOV)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
N. Subsequent Event
In September, 1996, the Company announced the sign
ing of a definitive agreement to acquire United Air Spe
cialists, Inc. (UAS), a manufacturer of air quality equip
ment based in Cincinnati, Ohio. Subsequent to year-end,
the Company filed a registration statement in connection
with this transaction with the Securities and Exchange
Commission. The transaction is structured as a merger
under which the Company will issue common stock in
exchange for each fully diluted share of UAS common
stock. It is expected that the acquisition will be ac
counted for as a pooling of interests. As a result of the
acquisition, UAS will become a subsidiary of the Com
pany.
Consummation of the merger is subject, among other
things, to approval by the shareholders of UAS.

COMPUTER SCIENCES CORPORATION (MAR)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 11— Subsequent Event
On April 28, 1996, the Company entered into an Agree
ment and Plan of Merger with The Continuum Company,
Inc. (“Continuum”) and Continental Acquisition, Inc., a
subsidiary of the Company (“Sub”), pursuant to which
Sub will be merged with and into Continuum and Contin
uum will become a wholly owned subsidiary of the Com
pany. Each outstanding share of common stock of Con
tinuum will be converted into 0.79 of a share of the
Company’s common stock.
Continuum is a consulting and computer services firm
serving the needs of the global financial services indus
try for computer software and services. Consummation
of the merger is expected to occur during the summer of
1996, and is subject to various conditions, including, but
not limited to, approval by the stockholders of the Com
pany and Continuum.
The merger will be accounted for as a pooling of inter
ests. The following unaudited pro forma data summa
rizes the combined operating results of the Company
and Continuum as if the merger had occurred at the be
ginning of the periods presented.
Unaudited Pro Forma*
Dollars in m illions except
per-share am ounts

1996

1995

1 9 9 4 **

Revenue
$4,740.8
109.4
Net Income
Earnings per com m on share* * *
1.43

$3,788.0
143.2
1.99

$2,896.4
67.4
.99

During fiscal years 1996 and 1994, Continuum recorded non
recurring charges of $76.1 m illion ($61.7 m illion net of tax
benefits) and $48.6 m illion ($38.9 m illion net of tax benefits),
respectively, related to its acquisitions. These charges are in 
cluded in the am ounts shown above.
Net income and earnings per com m on share are before the
effect of CSC’s adoption of SFAS 109 during fiscal 1994.
The pro form a earnings per com m on share are based on the
sum of the historical average com m on shares outstanding, as
reported by CSC, and the historical average com m on shares
outstanding fo r Continuum (adjusted to reflect com m on stock
equivalents) converted to CSC shares at the exchange ratio
of .79.
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COOPER TIRE & RUBBER COMPANY (DEC)
NOTES TO FINANCIAL STATEMENTS
Subsequent Event
On February 18, 1997, the Company, through a whollyowned United Kingdom subsidiary, signed an agreement
to acquire the tire operations of Avon Rubber p.I.c.
(Avon) of the United Kingdom, pending approval of
Avon’s shareholders in March of 1997. This purchase in
cludes the land and manufacturing facility in Melksham,
England; the shares of Avon Tyres Limited and the
shares of tire distribution companies in France, Germany
and Switzerland; and other minor assets. In a separate
transaction the Company is acquiring from Avon various
trademarks and technology. The total purchase price for
the land, manufacturing facility, shares, trademarks and
technology will be approximately $110 million. The Com
pany intends to finance debt associated with the Avon
acquisition on a long-term basis through sale of debt se
curities using its existing Shelf Registration with the Se
curities and Exchange Commission. The Avon tire opera
tions had sales of $169 million and after tax income of
$6.5 million for their fiscal year ended September 28,
1996.
HANDY & HARMAN (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 11: Acquisition of Olympic Manufacturing Group,
Inc.
On February 28, 1997 the Company acquired 100% of
the outstanding shares of Olympic Manufacturing Group,
Inc. Olympic, which has annual sales of approximately
$42.5 million, is the leading domestic manufacturer and
supplier of fasteners for the commercial roofing industry.
The purchase price of approximately $53 million was fi
nanced by utilizing existing unused credit facilities. The
acquisition will be accounted for as a purchase; accord
ingly, the purchase price will be allocated to the underly
ing assets and liabilities based on their respective esti
mated fair values at the date of the acquisition. The
estimated value of assets acquired was $16,000,000 and
the liabilities assumed was $5,800,000. Olympic will op
erate as part of the other non-precious metals business
segment.
HONEYWELL INC. (DEC)
NOTES TO FINANCIAL STATEMENTS
(Dollars in Millions)
Note 22. Subsequent Events
On January 27, 1997, Honeywell announced that it had
entered into a definitive agreement to acquire Measurex
Corporation for approximately $600.0 in cash. Under the
terms of the agreement, which was approved by the
Boards of Directors of both companies, a Honeywell sub

sidiary has commenced an all-cash tender offer for all
the shares of Measurex. The offer is conditioned upon,
among other things, there having been validly tendered,
and not withdrawn prior to the expiration of the tender of
fer, a number of Measurex shares which equal a majority
of the shares outstanding on a fully diluted basis and the
expiration of governmental waiting periods relating to ac
quisitions and satisfactory completion of certain environ
mental tests. On January 30, 1997, Honeywell increased
the amounts available under its committed credit lines,
under which it may borrow to finance the acquisition,
from $725 million to $1.375 billion. It is anticipated that
borrowings, if any, in connection with the acquisition will
be repaid from internally generated funds of Honeywell
and Measurex and/or refinanced in the private or public
markets. Measurex Corporation is a supplier of com
puter-integrated measurement, control and information
systems and services. For the year ended December 1,
1996, Measurex reported sales of $416.0 and net in
come of $37.0. The acquisition will be accounted for as a
purchase and will be included in the Industrial Automat
ion and Control business unit.
JOHNSON CONTROLS, INC. (SEP)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 13 — Subsequent Event
The Company completed the acquisition of Prince Hold
ing Corporation (Prince) effective October 1, 1996, for a
cash purchase price of approximately $1.3 billion. Prince,
based in Holland, Michigan, supplies automotive interior
systems and components including overhead systems
and consoles, door panels, floor consoles, visors and
armrests.
The acquisition will be accounted for as a purchase.
As such, the excess of the purchase price over the esti
mated fair value of the acquired net assets, which ap
proximates $1.1 billion, will be recorded as goodwill.
The acquisition price will initially be financed with com
mercial paper. Various permanent financing alternatives
are still under consideration.
The following unaudited pro forma results of opera
tions of the Company give effect to the acquisition of
Prince as though the transaction had occurred on Octo
ber 1, 1994.
(in millions, except per
share data; unaudited)

Year Ended September 30,
1996
1995

Net sales
Net income
Earnings available fo r com m on
shareholders
Earnings per share
Primary
Fully diluted

$10,876.1
288.1

$9,031.8
160.8

218.6

151.4

5.23
4.95

3.68
3.48

41.8
44.9

41.2
44.5

W eighted average shares
Prim ary
Fully diluted
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The unaudited pro forma financial information presented
is not necessarily indicative of either the results of opera
tions that would have occurred had the acquisition taken
place on October 1, 1994 or the future results of opera
tions of the combined companies.

Debt Incurred, Reduced Or Refinanced

MARRIOTT INTERNATIONAL, INC. (DEC)

Note 6 (In Part): Lines of Credit, Notes Payable, And
Long-term Debt

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Subsequent Events
On February 17, 1997, the company entered into a de
finitive agreement to acquire Renaissance Hotel Group
N.V. (Renaissance), a premier operator and franchisor of
150 hotels in 38 countries. The total acquisition cost is
estimated to be $1 billion. Holders of more than 54 per
cent of the voting stock of Renaissance have agreed to
the terms of the acquisition. Completion of the acquisi
tion, which is expected to occur by the second quarter of
1997, is contingent on customary conditions, including
the successful cash tender offer and expiration or termi
nation of the Hart-Scott-Rodino Act waiting period re
quirements. The company can finance the acquisition
with credit available under its revolving credit facility to
gether with a $400 million bank facility committed on
February 21, 1997.
MEDTRONIC, INC. (APR)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 14—Subsequent Events
On March 25, 1996, Medtronic, Inc. and InStent Inc. an
nounced the signing of a definitive merger agreement.
The agreement calls for each share of InStent common
stock to be converted into 0.3833 share of Medtronic
common stock. InStent has approximately 10.9 million
shares outstanding on a fully diluted basis. The transac
tion closed in the first quarter of fiscal year 1997 and will
be accounted for as a pooling of interests. InStent de
signs, develops, manufactures and markets a variety of
self-expanding and balloon-expandable stents used in a
broad range of medical indications.
On May 3, 1996, the company acquired all of the out
standing common stock of AneuRx, Inc. for approxi
mately 1,154,000 shares of the company’s common
stock. The acquisition will be accounted for as a pooling
of interests transaction. AneuRx is a developer of an en
dovascular stented graft and delivery system used in
minimally invasive aneurysm repair therapy.
Unaudited pro forma information related to these ac
quisitions is not included as the impact of these acquisi
tions is not deemed to be material.

HALLIBURTON COMPANY (DEC)
NOTES TO FINANCIAL STATEMENTS

On February 6, 1997, the Company issued $125.0 mil
lion principal amount 6.75% notes due February 1, 2027
under the Company’s medium-term note program. The
notes were priced at 99.78%, to yield 6.78% to maturity.
The notes are not redeemable prior to maturity and have
no sinking fund requirements. Each holder of the notes
has the right to require the Company to repay such
holder’s notes, in whole or in part, on February 1, 2007.
The Company intends to use the net proceeds from the
sale of the notes for general corporate purposes which
may include repayment of debt, acquisitions, and loans
and advances to and/or investments in subsidiaries of
the Company for working capital, repayment of debt and
capital expenditures.
OMNICOM GROUP INC. (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
14. Subsequent Event
On January 3, 1997, the Company issued $218,500,000
of 4¼ % Convertible Subordinated Debentures with a
scheduled maturity in 2007. The debentures are convert
ible into common stock of the Company at a conversion
price of $63.00 per share subject to adjustment in certain
events. Debenture holders have the right to require the
Company to redeem the debentures on January 3, 2003
at a price of 112.418%, or upon the occurrence of a Fun
damental Change, as defined in the indenture agree
ment, at the prevailing redemption price. The Company
may redeem the debentures, as a whole or in part, on or
after December 29, 2000 initially at 108.324% and at in
creasing prices thereafter to 112.418% until January 2,
2003 and 100% thereafter. Unless the debentures are
redeemed, repaid or converted prior thereto, the deben
tures will mature on January 3, 2007 at their principal
amount. The proceeds of this issuance are being used
for general corporate purposes including working capital.
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In January 1997, the Company sold its interest in Equity
Corporation International (approximately 7,994,000
shares) and received sale proceeds of approximately
$148,000 producing a gain of approximately $68,000
($42,000 after-tax), which will be included in the financial
results for the quarter ended March 31, 1997.
Additionally, in the first quarter of 1997, the Company
initiated the repurchase of the 8.375% notes due 2004,
the 7.875% debentures due 2013 and the Company’s
medium term notes. This will result in an after-tax loss
which will be recorded as an extraordinary item in the fi
nancial results for the quarter ended March 31, 1997. It
is the Company’s intention to refinance these notes to re
duce future interest expense.

The acquisition was financed with proceeds from the
Company’s commercial paper program. Effective Janu
ary 3, 1997, the Company increased the aggregate prin
cipal amount of unsecured short-term notes which can
be issued under this program to $1,450,000. The Com
pany’s commercial paper program is supported by the
following new revolving credit agreements dated January
3, 1997: 1)a 364-day revolving credit agreement with a
group of 30 banks, under which the Company may bor
row up to $290,000; and 2) a five-year revolving credit
agreement with the same group of 30 banks, under
which the Company may borrow up to $1,160,000.
Thompson Minwax is a major producer and marketer
in the United States of interior stains and varnishes un
der the Minwax® brand name, exterior water sealers and
stains under the Thompson’s® brand name, finishing and
enamel coating products under the Formby’s® and Red
Devil® brand names, and high-performance specialty lu
bricants under the Tri-Flow™ brand name. Ronseal Lim
ited, a subsidiary of Thompson Minwax, is a major
producer and seller of interior and exterior stains in Ire
land and the United Kingdom under the Ronseal™ brand
name.
The acquisition will be accounted for under the pur
chase method of accounting, and the results of opera
tions of Thompson Minwax will be included in the results
of operations of the Company beginning in 1997. The an
nual sales of Thompson Minwax during 1996 were ap
proximately $364,000.
On February 10, 1997, the Company Issued $400,000
of debt securities under its shelf registration with the Se
curities and Exchange Commission consisting of
$100,000 of 6.25% notes due February 1, 2000,
$100,000 of 6.5% notes due February 1, 2002 and
$200,000 of 6.85% notes due February 1, 2007. In addi
tion, on February 10, 1997, the Company issued
$150,000 of 7.375% debentures due February 1, 2027
and $150,000 of 7.45% debentures due February 1,
2097 in a private offering not registered under the Secu
rities Act of 1933, as amended. Each of the notes and
debentures are senior unsecured securities of the Com
pany. The net proceeds from the sale of such notes and
debentures were used to refinance a portion of the Com
pany’s commercial paper debt outstanding.

THE SHERWIN-WILLIAMS COMPANY (DEC)

UNION CARBIDE CORPORATION (DEC)

POLAROID CORPORATION (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
15. Subsequent Events
On January 14, 1997, the Company issued $300.0 mil
lion debt securities consisting of $150.0 million 7¼ %
Notes due January 15, 2007 (the 2007 Notes) and
$150.0 million 6¾ % Notes due January 15, 2002 (the
2002 Notes) to refinance existing debt. The 2007 Notes
were placed with a discount, at a price of 99.43% of par
with a yield of 7.33%. The 2002 Notes were placed with
a discount, at a price of 99.53% of par with a yield of
6.86%. The net proceeds from the sale of the Notes
were used primarily for the payment of $150.0 million
principal amount of the Company’s 7¼ % Notes due
January 15, 1997 and to exercise its right to the repur
chase of the remaining principal amount of the $139.5
million 8% Subordinated Convertible Debentures due
2001. The balance of the net proceeds will be used for
general corporate purposes.
SERVICE CORPORATION INTERNATIONAL (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Dollars in thousands)
Note 18. Subsequent Events

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Thousands ofDollars Unless Otherwise Indicated)
Note 16—Subsequent Events
Effective January 7, 1997, the Company acquired all out
standing shares of Thompson Minwax Holding Corp.
(Thompson Minwax) pursuant to a definitive stock pur
chase agreement dated November 22, 1996 entered into
between the Company, Silver Acquisition Corp. (a
wholly-owned subsidiary of the Company) and Forstman
Little & Co. and its affiliates. The total amount of funds
required to acquire the shares and pay off certain indebt
edness of Thompson Minwax was approximately $830
million, subject to adjustment based on the closing date
shareholders’ equity of Thompson Minwax.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
16. Subsequent Events
On Jan. 20, 1997, the corporation entered into a new
credit agreement with a group of banks, replacing an ex
isting $1 billion credit agreement. The new agreement
also provides the corporation with $1 billion in credit for
the next five years, but with the option, subject to certain
conditions, to increase the available credit by $250 mil
lion and to extend the maturity date of the agreement by
one year on a rolling basis. Several options are available
to borrow at floating interest rates based on LIBOR (Lon
don Interbank Offered Rate) or CD (Certificate of Deposit
Rate) on a revolving basis. The credit agreement con
tains covenants that place certain limits on the corpora
tion’s ability to merge with another entity, incur debt or

S ub sequ en t Events

create liens on assets. In addition, the credit agreement
requires the corporation to meet leverage and interest
coverage tests.
On Jan. 22, 1997, the corporation established a me
dium term note program that allows for borrowings of up
to $500 million. Notes issued under the program will
have a maturity of nine months or longer and will bear in
terest at either a fixed or floating rate determined by ref
erence to interest rate formulas. The notes will be
subject to covenants that place certain limits on the cor
poration’s ability to create liens on assets, engage in
sale-leaseback transactions, and incur secured debt.
On Jan. 30, 1997, a newly formed real estate invest
ment trust subsidiary issued $250 million of preferred
stock bearing a current dividend yield of 14 percent for
10 years and 1 percent thereafter. Domestic real estate
with a fair market value of approximately $500 million will
be mortgaged via intercompany debt in conjunction with
this transaction. The preferred stock may be redeemed
if, as a result of a change in tax laws, rules or regula
tions, dividends on the preferred stock or interest paid on
the mortgage note is not fully deductible for Federal in
come tax purposes.

Discontinued Operations
AMERICAN BRANDS, INC. (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Proposed Spin-Off of Gallaher Tobacco
On October 8, 1996, the Company announced plans to
spin off its U.K.-based Gallaher tobacco business. Com
pletion of the transaction, which is expected around mid1997, is pending receipt of favorable tax rulings and rele
vant stockholder approvals. When the spin-off is
completed, the name of the Company will be changed to
Fortune Brands and the financial statements will be
restated to show tobacco operations (Gallaher and The
American Tobacco Company) as discontinued opera
tions. Following the transaction, the Company’s
stockholders will own shares in two publicly-traded
companies— Fortune Brands and Gallaher.
To allocate the overall debt burden of the Company at
the time of the spin-off, Gallaher will borrow and pay to
Fortune Brands approximately $1.4 billion. Fortune
Brands will use the proceeds (approximately $1.25 billion
after taxes) initially to pay down short-term debt. The
Gallaher debt will be in addition to its seasonal working
capital requirements.

pany as discontinued operations, including an allocation
of interest expense.
The pro forma results are presented for informational
purposes only and do not purport to be indicative of the
results of operations which would actually have been ob
tained if the transactions had occurred in such periods,
or which may exist or be obtained in the future. The pro
forma information does not reflect the use of the $1.25
billion net cash proceeds to be received when the spin
off of Gallaher is completed.
The pro form a inform ation is as follow s:
(In m illions,
except per share am ounts)

1996

1995

1994

Net sales Continuing operations
Ongoing operations
$4,717.7
Other businesses

$4,380.8
547.3

$4,095.6
1,281.4

$4,717.7

$4,928.1

$5,377.0

$181.7

$170.2
15.7

$167.0
(245.8)

Income (loss) from continuing
operations
Ongoing operations
Other businesses(1)

Discontinued operations(2)
Extraordinary items
Net income
Earnings per Common share
Prim ary
Continuing operations
Ongoing operations(3)
Other businesses(1)

Discontinued operations(2)
Extraordinary items
Net income
Fully diluted
Continuing operations
Ongoing operations(3)
Other businesses(1)

Discontinued operations(2)
Extraordinary items
Net income

181.7
315.1
(10.3)

185.9
357.2
(2.7)

(78.8)
812.9

$486.5

$540.4

$1.04

$.91
.08

$.82
(1.22)

1.04
1.82
(.06)

.99
1.91
(.01)

(.40)
4.03

$734.1

$2.80

$2.89

$1.03

$.93
.08

$.88
(1.15)

1.01
1.83
(.01)

(.27)
3.80

1.03
1.77
(.06)
$2.74

$2.83

$3.63

$3.53

( 1)

1995 includes a $20 m illion (no taxes required) reversal of a
portion of the 1994 loss on disposal of businesses, or $.10 and
$.09 prim ary and fu lly diluted E.P.S., respectively. 1994 in
cludes a $245 m illion ($241.3 m illion after taxes) loss on dis
posal of businesses, or $1.20 and $1.13 prim ary and fully
diluted E.P.S., respectively.

( 2)

Discontinued operations fo r 1994 also includes the gain on the
sale of American Tobacco of $508.3 m illion, or $2.52 and
$2.38 per Common share on a prim ary and fu lly diluted basis,
respectively, and $55.8 m illion of income from the results of
operations of the Franklin life insurance business, (net of allo
cated interest) and a $206.8 m illion loss on its disposal, fo r a

Pro Forma Historical Financial Information (Unaudited)
The pro forma information represents the historical
amounts of the Company restated to show the tobacco
operations of Gallaher and The American Tobacco Com
pany as discontinued operations, including an allocation
of interest expense.
The pro forma information represents the historical
amounts of the Company restated to show the tobacco
operations of Gallaher and The American Tobacco Com
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net loss of $151 m illion, o r $.75 and $.71 prim ary and fu lly d i
luted E.P.S., respectively.
(3)

Pro form a as adjusted earnings per Common share fo r 1996 of
$1.32 prim ary and $1.30 fu lly diluted gives effect to the benefit
of $1.25 billion net proceeds resulting fro m the payment that
Gallaher w ill make to Fortune Brands when the transaction is
consum m ated, as if the proceeds were received and used fo r
the possible purchase of 10 m illion shares of Fortune Brands
Common stock and the repayment of debt at January 1 , 1996.

to account for this as a financing transaction and, there
fore, any cash received will be reflected as a liability and
the net book value of the facility will continue to be
shown as an asset with depreciation expense recorded
each period. The pre-tax gain, which will be recognized
at the earlier of the exercise of the buyout option or the
expiration of the Reservation Period, is estimated to be
$10 million to $12 million.
CAMPBELL SOUP COMPANY (JUL)

BOWNE & CO., INC. (OCT)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
2. Subsequent Events
On November 12, 1996, the Company acquired 80% of
IDOC, Inc. for $6,000,000. The purchase price consisted
of 261,438 shares of Bowne Common Stock. IDOC, a
leading provider of translation and localization services
for the computer industry, will enable the company to sig
nificantly increase its presence in this fast growing seg
ment.
On November 19, 1996, the Company formed a joint
venture (Bowne Williams Lea International) and entered
into other arrangements with Williams Lea Group, Ltd. of
the United Kingdom to provide outsourcing and facilities
management services to multinational corporations, in
ternational law firms, banks and financial institutions. The
Company and Williams Lea Group, Ltd. will each own
50% of the new joint venture.
On January 6 , 1997, the company sold its 90% interest
in Baseline Financial Services, Inc. to Primark, Inc. for
$36,000,000. The sale will be recorded in the first quarter
of 1997 and is anticipated to result in a gain for the Com
pany of approximately $20,000,000 or approximately
$1.14 a share or higher. The sale will not have a signifi
cant effect on reported sales or earnings from normal op
erations in the future.
BRIGGS & STRATTON CORPORATION (JUN)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
14. Subsequent Event:
On July 1, 1996, the Company entered into a contract to
sell its Menomonee Falls, Wisconsin warehouse and
manufacturing facility for $16.3 million. The closing on
this property is scheduled to occur on September 30,
1996. The provisions of the contract state that the Com
pany will continue to own and occupy the warehouse
portion of the facility for a period of up to ten years (the
“Reservation Period”). The contract also contains a buy
out clause, at the buyer’s option, of the remaining Reser
vation Period under certain circumstances. Given the
provisions of the contract, the Company will be required

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(million dollars)
21. Subsequent Events
On September 4, 1996, the company’s Board of Direc
tors approved a divestiture and restructuring program
which includes the divestiture of several non-strategic
businesses and the sale of various plant operations. An
after-tax charge of approximately $160 is expected to be
recorded in the first quarter of fiscal 1997 for this pro
gram.
In addition, the Board authorized a capital stock repur
chase program of up to $2,500 to be completed by the
end of fiscal 1999. As part of the repurchase program,
the company intends to complete in the first quarter of
fiscal 1997 a “Dutch auction” tender offer for up to
$1,500 of capital stock. The repurchase program will be
financed through a combination of short and long-term
debt. The company believes that these stock repur
chases will not impact its ability to meet continuing oper
ating and investing objectives.
WITCO CORPORATION (DEC)
NOTES TO FINANCIAL STATEMENTS
Note 19. Subsequent Events
Discontinued Operations
Effective February 28, 1997, the Company sold its refin
ery in Bradford, Pennsylvania to American Refining
Group, Inc. for approximately $17,000,000. On March 4,
1997, the Company signed a letter of intent to sell its
Golden Bear Division, the remaining business of the Lu
bricants Group. The Company anticipates no additional
losses will be incurred as a result of these transactions.

S u b sequ en t Events
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Litigation

Capital Stock Issued Or Purchased

MET-PRO CORPORATION (JAN)

AGCO CORPORATION (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

14. Contingent Liabilities

16. Subsequent Events

Subsequent to January 31, 1997, the Company was
served a complaint relating to environmental remediation
costs for a property which it had occupied prior to 1976.
The Company believes that the outcome of any resultant
litigation will not have a materially adverse effect on the
Company’s financial condition.

On January 14, 1997, the Company replaced the March
1996 Credit Facility with a new revolving credit facility
(the “January 1997 Credit Facility”), which initially pro
vided for borrowings of up to $1.0 billion. In February
1997, the January 1997 Credit Facility was amended to
allow for borrowings of up to $1.2 billion. Borrowings un
der the January 1997 Credit Facility may not exceed the
sum of 90% of eligible accounts receivable and 60% of
eligible inventory. Lending commitments under the Janu
ary 1997 Credit Facility reduce to $1.1 billion on January
1, 1998 and $1.0 billion on January 1, 1999. If the Com
pany consummates offerings of debt or capital stock
prior to such dates, the proceeds of such offerings will be
used to reduce the lending commitments, but not below
$1.0 billion.
On January 20, 1997, the Company acquired the op
erations of Xaver Fendt GmbH & Co. KG (“Fendt”) for
approximately
$283,500,000
plus
approximately
$38,304,000 of assumed working capital debt (the
“Fendt Acquisition”). The Fendt Acquisition was financed
by borrowings under the Company’s January 1997 Credit
Facility. The transaction consists of the purchase of the
outstanding stock of Fendt and its interests in other sub
sidiaries. Fendt’s primary business is the manufacture
and sale of tractors through a network of independent
agricultural cooperatives, dealers and distributors in Ger
many and throughout Europe and Australia.
On January 22, 1997, the Company filed a registration
statement with the Securities and Exchange Commission
for the sale of 4,500,000 shares of its common stock (the
“Offering”). The Company intends to use the proceeds
from the Offering to reduce a portion of the borrowings
outstanding under the January 1997 Credit Facility and
expects the transaction to be completed in March 1997.

THIOKOL CORPORATION (JUN)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 12 (In Part): Contingent Matters
On July 17, 1996, the Company filed an action seeking
payment of government-approved benefits costs that
arose under its cost-reimbursement contracts with the
government for operation and management of govern
ment-owned, contractor-operated Army ammunition
plants in Texas and Louisiana. The Company seeks $6
million for costs incurred to date and $33.9 million for fu
ture estimated payments with interest. The Company ex
pects to prevail in this litigation, but if it does not, the
Company would as of June 30, 1996, recognize approxi
mately $6 million in non-cash charges.
WOOLWORTH CORPORATION (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
23 (In Part): Legal Proceedings
Between March 30, 1994 and April 18, 1994, the Com
pany and certain of its present and former directors and
officers were named as defendants in lawsuits brought
by certain shareholders claiming to represent classes of
shareholders that purchased shares of the Company’s
common stock during different periods between January
1992 and March 1994. In April 1994, these lawsuits were
consolidated in an action styled In re: Woolworth Corpo
ration Class Action Securities Litigation pending in fed
eral court in New York.
These class action complaints purport to present
claims under the federal securities and other laws and
seeks unspecified damages based on alleged mislead
ing disclosures during the class period between May
1993 and March 1994.
On March 13, 1997, the parties’ representatives en
gaged in a mediation proceeding with a view toward set
tling the issues in dispute. As a result, the parties have
agreed in principle to a settlement of the class action,
subject to final documentation and the approval of the
court. In the opinion of management, the settlement, if
approved by the court, would not have a material ad
verse effect on the financial position or results of opera
tions of the Company.

AMERICAN STORES COMPANY (JAN)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Subsequent Events
On February 20, 1997, the Company and the family of
L. S. Skaggs entered into an agreement for the repur
chase by the Company of 12.2 million shares of its com
mon stock from the Skaggs family and certain family and
charitable trusts for $45 per share, the closing price on
the date of the agreement (the Repurchase). Pursuant to
the agreement, the Company filed, at its cost, a registra
tion statement to enable such shareholders to sell 15.4
million additional shares in a secondary offering. The
closing of the secondary offering, at $43 per share, and
the Repurchase was consummated on April 8, 1997. In
addition, the Company has granted the underwriters for
the offering an option to purchase an additional 2.3 mil
lion shares to cover over-allotments. If the option is exer
cised, these additional shares would be primary shares
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to be issued by the Company. The Company has agreed
to reimburse the selling shareholders for underwriting
fees, legal fees and other expenses incurred by them in
connection with the transactions.
The selling shareholders have agreed to enter into a
10-year standstill agreement restricting purchases and
sales of the Company’s shares, proxy fights and other
actions.
On March 28, 1997, the Company increased the ca
pacity of its existing revolving credit facility from $1 billion
to $2 billion, which includes a $1.5 billion five-year re
volving credit facility and a $500 million 364-day revolv
ing credit facility (the Amended Credit Facilities). The
Company plans to finance the $550 million repurchase
initially through the Amended Credit Facilities. Subject to
market conditions, the Company expects to refinance the
indebtedness incurred in connection with the Repur
chase through public equity and/or debt issuances over
the next six to 12 months.
In anticipation of the expiration of the 1992 Key Execu
tive Stock Purchase Incentive Plan, the Board of Direc
tors recently approved a new stockbased management
incentive program. The new program will continue to link
executive incentive compensation to shareholder return.
The program involves the grant of market-priced stock
options that would ordinarily begin to vest on the fifth an
niversary of the grant date but which will vest on an ac
celerated basis, in part, if stock ownership requirements
are satisfied and, in part, if the Company achieves an
nual performance goals. A total of approximately 1.8 mil
lion options were granted to 16 senior officers under the
1989 Stock Option and Stock Award Plan in connection
with the new incentive program on February 24, 1997
and a total of approximately 1.3 million options were
granted to an additional 30 senior officers under a new
plan on March 27, 1997, in each case with an exercise
price of $45 per share.
EMERSON ELECTRIC CO. (SEP)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
12. Subsequent Events
On November 12, 1996, Emerson’s Board of Directors
approved a share repurchase program authorizing the
repurchase of up to 20 million shares, approximately 9
percent of the Company’s outstanding common stock.
The Company plans to implement the program through
consistent open market purchases of shares over the
next four to five years. In the event of a significant invest
ment opportunity, the Company may slow the pace of re
purchase activity. The Board also declared a two-for-one
split of the Company’s common stock, payable to stock
holders of record on February 21, 1997. The split is sub
ject to stockholder approval to increase authorized com
mon stock from 400 million to 1.2 billion shares and
decrease the par value from $1 to $.50 per share.

Stock Splits
COCA-COLA ENTERPRISES INC. (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
18 Subsequent Event
On February 18, 1997, the Company’s Board of Direc
tors approved a proposal to amend the Company’s cer
tificate of incorporation to increase the authorized com
mon shares from 500 million to 1 billion and to effect a
3-for-1 stock split. The split is contingent upon shareowner approval at the April 21, 1997 annual meeting of
share owners. Because certain holders of more than a
majority of the Company’s common stock have advised
the Company of their intention to vote in favor of the pro
posed stock split, approval of the proposal is reasonably
assured. If ultimate approval is received, the stock split
will be payable to share owners of record on May 1,
1997. Because ultimate approval is pending until April
21, 1997, financial information contained elsewhere in
this annual report has not been adjusted to reflect the im
pact of the proposed stock split.
Earnings per common share amounts, after giving ret
roactive effect to the 3-for-1 stock split, are presented
below for all of the per share amounts disclosed in the fi
nancial statements and the notes to the financial state
ments (full-year information);
Years Ended December 31,
1996
1995
1994
Average com m on shares
outstanding (in m illions)

375

387

390

Net income per com m on
share (unaudited);
Reported

$0.28

$0.21

$0.17

Proform a (giving effect fo r
the 1996 acquisitions and the
1997 acquisition of CCSB)

$0.21

$0.10

Proform a (giving effect fo r the
1996 acquisitions)

$0.27

$0.17

Proform a (giving effect fo r
SFAS 123)

$0.30

$0.21

Quarters Ended 1996
First
Second
Third
Net income per com m on
share (unaudited);
Reported
Proform a (giving effect fo r
the 1996 acquisitions
and the 1997 acquisition
of CCSB)

Fourth

$0.01

$0.15

$0.10

$0.02

$(0.09)

$0.23

$0.06

$0.01
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S u b sequ en t E vents

First

Quarters Ended 1995
Second
Third
Fourth

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
dollar amounts in millions, exceptper-share data

Net incom e per com m on
share (unaudited):
Reported
Proform a (giving effect fo r
the 1996 acquisitions
and the 1997 acquisition
of CCSB)

PHARMACIA & UPJOHN INC. (DEC)

$0.01

$(0.06)

$0.12

$0.17

$0.09

$0.11

$(0.01)

$(0.12)

Stock Purchase Rights Issued
AMGEN INC. (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
13. Subsequent Event (Unaudited)
On February 18, 1997, the Board of Directors of the
Company redeemed the Rights under the Company’s
common stock rights plan at a redemption price of
$.0008 per Right (or an aggregate price of approximately
$0.2 million) and declared and distributed a dividend of
one preferred share purchase right (a “New Right”) for
each then outstanding share of common stock of the
Company and authorized the distribution of one New
Right with respect to each subsequently issued share of
common stock. The New Rights and the redemption
price are payable to stockholders of record on March 21,
1997.
Each New Right will entitle stockholders to buy one
one-thousandth of a share of Series A Junior Participat
ing Preferred Stock of the Company at an exercise price
of $225. The New Rights will expire on March 2 1 , 2007.
Under certain circumstances, if an acquiring person or
group acquires 10% or more of the Company’s outstand
ing common stock, an exercisable New Right will entitle
its holder (other than the acquirer) to buy shares of com
mon stock of the Company having a market value of two
times the exercise price of one New Right. However, in
limited circumstances approved by the outside directors
of the Board, a stockholder who enters into an accept
able standstill agreement may acquire up to 20% of the
outstanding shares without triggering the New Rights. If
an acquirer acquires at least 10%, but less than 50%, of
the Company’s common stock, the Board may exchange
each New Right (other than those of the acquirer) for
one share of common stock per New Right. In addition,
under certain circumstances, if the Company is involved
in a merger or other business combination where it is not
the surviving corporation, an exercisable New Right will
entitle its holder to buy shares of common stock of the
acquiring company having a market value of two times
the exercise price of one New Right. The Company may
redeem the New Rights at $.001 per New Right at any
time prior to the public announcement that a 10% posi
tion has been acquired.

17 (in part): Shareholders’ equity
Shareholder rights plan—In February 1997, the board of
directors adopted a shareholder protection rights plan
declaring a dividend of one right for each share of the
company’s common stock outstanding on or after March
7, 1997. The rights which may be exercised (except by
the acquirer of 15 percent or more of the company’s
common stock) at a time specified by the board of direc
tors after a person or group has acquired 15 percent or
more of the company’s common stock, entitle the holder
to purchase stock having a market value equal to twice
the exercise price. In lieu of the right to purchase stock, if
the acquirer acquires more than 15 percent but not more
than 50 percent of the company’s common stock, the
board may elect to exchange one share of common
stock for each right. The rights are redeemable for $.01
per right until becoming exercisable and have a life of 10
years unless redeemed earlier by the company.
Under the shareholder rights plan for the former
Upjohn Company, each share of the former Upjohn com
mon stock included one-third of a right, which entitled the
holder to purchase additional shares of Upjohn stock un
der specified limited circumstances. In connection with
the merger, the rights were redeemed for $.05 per right,
pursuant to the plan, resulting in payment of $3 to former
Upjohn shareholders in 1995.

Planned Transactions
GENERAL MOTORS CORPORATION (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 23. Subsequent Events
On January 16, 1997, the Corporation announced a se
ries of planned transactions that would impact the de
fense electronics, automotive electronics, and telecom
munications and space businesses of Hughes. The
transactions would include:
• The tax-free spin-off of 100% of the Hughes de
fense business, to holders of GM’s $1-2/3 par value
and Class H common stocks;
• The tax-free merger of the Hughes defense busi
ness with Raytheon Company (Raytheon) immedi
ately following the spin-off, after which there would
be outstanding two classes of Raytheon/Hughes
defense common stock;
• The transfer of Delco Electronics (Delco), the auto
motive electronics subsidiary of Hughes, from
Hughes to GM’s Delphi Automotive Systems and a
reallocation of the derivative interest in the earnings
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of Delco currently held by Class H common stock
holders to holders of $1-2/3 par value common
stock; and
• The recapitalization of Class H common stock into a
tracking stock linked solely to the telecommunica
tions and space business of Hughes. GM would
continue to own 100% of Hughes, which would hold
and operate its existing telecommunications and
space business.
The distribution of stock in the Hughes defense busi
ness to holders of GM Class H and $1-2/3 par value
common stock would be in a ratio that would be deter
mined by GM’s Board of Directors to be fair to both
classes of stockholders and would reflect; (1)a pro rata
spin-off of the Hughes defense business to holders of
GM Class H and $1-2/3 par value common stock; (2)a
partial reallocation of the Hughes defense business from
holders of GM $1-2/3 par value common stock to holders
of Class H common stock in exchange for the derivative
interest in the earnings of Delco currently held by the
Class H stockholders; and (3) other effects of and factors
relating to the planned transactions. Such a distribution
ratio will be set by GM’s Board of Directors at a time
closer to GM’s distribution of the solicitation statement/prospectus pursuant to which GM stockholders will
be asked to approve the transactions.
The planned transactions are subject to approval by
holders of GM $1-2/3 par value and Class H common
stock. In addition, the merger of the Hughes defense
business with Raytheon, which is contingent upon the
spin-off of the Hughes defense business, is subject to
approval by the stockholders of Raytheon. The planned
transactions also are subject to a variety of regulatory
approvals and actions, including anti-trust clearance and
receipt of rulings by the Internal Revenue Service that
the spin-off of the Hughes defense business would be
tax-free to GM and its stockholders.
The spin-off is not being proposed in a manner that
would result in the recapitalization of Class H common
stock into $1-2/3 par value common stock at a 120% ex
change ratio, as currently provided for under certain cir
cumstances in the Corporation’s Restated Certificate of
Incorporation.
No assurances can be given that the above transac
tions will be completed; however, management of the
Corporation and the Corporation’s Board of Directors ex
pect to solicit stockholder approval during the third quar
ter of 1997, after certain conditions are satisfied.
Separately, on January 27, 1997, the GM Board of Di
rectors approved a $2.5 billion repurchase program for
$1-2/3 par value common stock, which was expected to
be completed principally through open-market purchases
within 12 months of the announcement date. This would
represent a repurchase of slightly more than 5% of the
shares of $1 -2/3 par value common stock outstanding on
the date of the announcement, based on the New York
Stock Exchange’s closing price on the last business day
prior to the announcement.

Foreign Exchange Contracts Terminated
JAMES RIVER CORPORATION OF VIRGINIA (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 17. Subsequent Events
In January and February 1997, the Company unwound
$470 million in notional amount of foreign exchange con
tracts, along with related interest rate agreements, at a
cost of $31 million, net of tax benefits. The foreign ex
change contracts were designated as hedges of a por
tion of the Company’s net investment in its European
Consumer Products Business (see Note 11). The Com
pany terminated such contracts prior to their original ex
piration in September 1998. Additionally, the Company
effectively unwound $648 million of the $1,286 million in
notional amount of interest rate swaps (see Note 11), fol
lowing the overall reduction of debt in 1996.
On February 21, 1997, the Company signed an agree
ment for the sale of approximately 95,000 acres of tim
berlands located in Alabama and Mississippi. Cash
proceeds from the sale are expected to be in excess of
$110 million.

Labor Agreements Ratified
NORTHWESTERN STEEL AND WIRE COMPANY
(JUL)
NOTES TO FINANCIAL STATEMENTS
(dollar amounts in thousands)
Subsequent Event
On August 27, 1996, four year labor agreements cover
ing the majority of hourly employees were ratified. Under
one such agreement, higher retirement payments are re
quired under the Company’s defined benefit plan for
hourly employees. Using the same assumptions de
scribed in the Employee Benefit Plans Note to Financial
Statements, the accumulated benefit obligation would in
crease by $17,250; the unfunded prior service cost
would increase by $12,594; and therefore, the minimum
pension liability recorded in Shareholders’ Equity would
increase by $4,656. Annual pension expense will not
change significantly due to negotiated reductions in
benefit levels in the hourly defined contribution plan.
To improve the liquidity of common stockld by partici
pants in the ESOP, the Company has agreed to seek ter
mination of the ESOP and distribute such shares to
participants. Distribution is subject to, among other
things, favorable determination by the Internal Revenue
Service as to the ESOP termination. No timetable has
yet been established.

R elated Party Transactions
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Amalgamation

RELATED PARTY TRANSACTIONS

STONE CONTAINER CORPORATION (DEC)

Statement of Financial Accounting Standards No. 57
specifies the nature of information which should be dis
closed in financial statements about related party trans
actions. In 1996, 151 survey companies disclosed re
lated party transactions. Examples of related party
disclosures follow.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
2. (In Part): Subsequent Event
On February 14, 1997, Stone-Consolidated, a 46.6 per
cent owned non-consolidated affiliate of the Company,
and Abitibi-Price Inc., announced that they have agreed
to amalgamate under Canadian law the two companies
to create Abitibi-Consolidated, Inc. The transaction,
which is subject to shareholder and regulatory approval,
is expected to close in the second quarter of 1997. Abi
tibi-Consolidated, Inc. would be a significant manufac
turer and marketer of publication grade papers with com
bined revenues approximating $4.9 billion (CDN). Upon
completion of the transaction, the Company would own
approximately 25 percent of the common equity of Abi
tibi-Consolidated, Inc.

Estimate Change
ZURN INDUSTRIES, INC. (MAR)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Subsequent Event
Adverse weather conditions and labor relations encoun
tered subsequent to the end of fiscal 1996 at the site of
the power plant being constructed by the Power Systems
segment’s 50% joint venture in Australia have increased
the costs now expected to be incurred in completing the
contract. The change in estimate is expected to reduce
the Company’s pretax earnings for the first quarter of fis
cal 1997 by approximately $3,000,000.

Transactions Between Reporting Entity and
investees
GEORGIA-PACIFIC CORPORATION (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 11. Related Party Transactions
The Corporation is a 50 percent partner in a joint venture
(GA-MET) with Metropolitan Life Insurance Company
(Metropolitan). GA-MET owns and operates the Corpora
tion’s main office building in Atlanta, Georgia. The Cor
poration accounts for its investment in GA-MET under
the equity method.
At December 31, 1996, GA-MET had an outstanding
mortgage loan payable to Metropolitan in the amount of
$153 million. The note bears interest at 9½ %, requires
monthly payments of principal and interest through 2011
and is secured by the land and building owned by the
joint venture. In the event of foreclosure, each partner
has severally guaranteed payment of one-half of any
shortfall of collateral value to the outstanding secured in
debtedness. Based on the present market conditions
and building occupancy, the likelihood of any obligation
to the Corporation with respect to this guarantee is con
sidered remote.
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Transactions Between Reporting Entity and
Major Stockholders

Transactions Between Reporting Entity and
Officers/Directors

HYDE ATHLETIC INDUSTRIES, INC. (DEC)

ARDEN GROUP, INC. (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

NOTES TO FINANCIAL STATEMENTS

Related Party Transactions

12. Related Party Transactions:

Saucony Sports BV, a majority-owned foreign joint ven
ture, leases office space and office equipment from an
entity controlled by the minority stockholder of Saucony
Sports BV. Rent expense amounted to $12,442, $70,980
and $73,300 for 1996, 1995 and 1994, respectively.
The Company issued a note payable to the minority
stockholder of Saucony Canada, Inc., a majority-owned
foreign subsidiary, as part of the consideration paid to
acquire an 85% interest in the former Canadian distribu
tor. Interest expense incurred amounted to $7,038 and
$10,353 for 1995 and 1994, respectively. See Note 6 of
the Notes to Consolidated Financial Statements for fur
ther discussion of the note agreement. During 1995, the
Company prepaid the note and realized a discount of
$13,759 which is included in consolidated net income.
The Company has entered into a consulting agree
ment with a principal stockholder of the Company’s
Class A Common Stock, beginning January 4, 1993. The
agreement, as amended, is effective for a term of five
years, provides for an annual fee of $40,000 during each
of the first two years of the agreement and $90,000 for
each of the remaining three years of the agreement. In
cluded in general and administrative expenses for 1996,
1995 and 1994 are consulting fees of $90,000, $90,000
and $40,000, respectively.
The Company presently holds a note receivable of
$100,000 from an officer of the Company. The promis
sory note, originated from a transaction in 1993, is collat
eralized by a mortgage from the officer on two parcels of
real estate. See Note 3 of the Notes to Consolidated Fi
nancial Statements for further discussion of the terms
and conditions of the promissory note.

At December 28, 1996, the Company held two notes re
ceivable with balances totaling $369,000 from an officer/director of the Company. These notes arose from
transactions in 1979 and 1980 whereby the Company
loaned the officer/director money to purchase an aggre
gate of 200,000 shares of the Company’s Class A com
mon stock at the then fair market value. These notes,
which bear interest at the rate of 6% per annum, mature
on December 31, 2000 with equal payments of principal
due annually prior thereto. If the officer’s employment is
terminated prior to January 1, 2001, the unpaid portion of
the two notes would be forgiven. A third loan for
$1,000,000 made to the officer/director in 1992 and re
lated to his exercise in 1991 of 100,000 shares of the
Company’s Class A common stock, which were granted
to him under a stock option, was repaid in 1994. The
loans are collateralized by 180,000 shares of Class B
common stock. The receivable is shown on the balance
sheets as a reduction in equity.

LACLEDE STEEL COMPANY (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 12. Related-Party Transactions:
The Company has transactions in the normal course of
business with Ivaco Inc. or affiliated companies. As of
December 31, 1996 Ivaco Inc. owned 49.77% of the
Company’s outstanding common stock. In 1996 the
Company purchased rods at market prices totaling
$3,458,000 from an affiliate of Ivaco.
The Company participates in an insurance purchasing
arrangement with Ivaco. Under the terms of this arrange
ment Ivaco purchases insurance on behalf of the Com
pany and bills the Company for this insurance. Amounts
paid by the Company for this insurance amounted to
$1,521,000, $1,341,000 and $1,532,000 for the years
ended December 31, 1996, 1995 and 1994, respectively.

CENTRAL SPRINKLER COMPANY (OCT)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Amount in thousands)
10. Related-Party Transactions:
The Company has financial consulting agreements with
companies affiliated with certain of its directors/shareholders. These agreements provide for aggregate annual
fees of $200 per year plus out-of-pocket expenses.
These agreements extend through October 1997 and
automatically renew for an additional year unless notice
of cancellation is given.
The Company leases an aircraft from a business in
which a director and executive officer of the Company is
the sole proprietor. For the years ended October 31,
1996, 1995, and 1994, the Company recorded lease ex
pense of $395, $322, and $270, respectively.
The Company expensed $346, $594, and $97 in the
years ended October 31, 1996, 1995, and 1994, respec
tively, for legal fees to a firm having a member who is
also a director of the Company.

Inflation Accounting

NOVELL, INC. (OCT)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
L. Related Party Transactions
In fiscal 1996, 1995, and 1994, legal fees of approxi
mately $1 million, $2 million, and $2 million, respectively,
were paid to Wilson, Sonsini, Goodrich & Rosati, a law
firm in which a director of the Company is. a senior
partner.

INFLATION ACCOUNTING
Effective for financial reports issued after December 2,
1986, Statement of Financial Accounting Standards No.
89 states that companies previously required to disclose
current cost information are no longer required to dis
close such information.
Many of the survey companies include a discussion of
inflation in Management’s Discussion and Analysis of Fi
nancial Condition and Results of Operations.
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BALANCE SHEET TITLE

TABLE 2-2: BALANCE SHEET FORMAT
1996

1995

1994

1993

Table 2-1 summarizes the titles used to describe the
statement of assets, liabilities and stockholders’ equity.

Report f o r m ................................. . . . .
Account fo r m .............................. . . . .
Financial position f o r m ............

450
149
1

436
164
—

439
161
—

432
167
1

Total Companies............... . . .

600

600

600

600

TABLE 2-1: BALANCE SHEET TITLE
1996

1995

1994

1993

Balance S he et........................................
Statement of Financial
P o s itio n ................................. ............
Statement of Financial
C o n d itio n .............................. ............

564

562

562

560

30

32

33

35

6

6

5

5

Total Companies............. . . . .

600

600

600

600

CASH
Table 2-3 lists the balance sheet captions used by the
survey companies to describe cash. As indicated in Ta
ble 2-3, the most frequently used caption is cash and
cash equivalents. Examples of cash presentations and
disclosures follow.

BALANCE SHEET FORMAT

TABLE 2-3: CASH—BALANCE SHEET CAPTIONS

Balance sheet formats include the account form, the re
port form, and the financial position form. The account
form shows total assets on the left-hand side equal to
the sum of liabilities and stockholders’ equity on the
right-hand side. The report form shows a downward se
quence of either total assets minus total liabilities equal
to stockholders’ equity or total assets equal to total liabili
ties plus stockholders’ equity. The financial position form,
a variation of the report form, shows noncurrent assets
added to and noncurrent liabilities deducted from work
ing capital to arrive at a balance equal to stockholders’
equity.
Effective for fiscal years ending after December 15,
1988, Statement of Financial Accounting Standards No.
94 requires that companies consolidate subsidiaries hav
ing nonhomogeneous operations. This requirement re
sulted in certain survey companies presenting an
unclassified balance sheet (14 companies in 1996) or a
balance sheet classified as to industrial operations but
showing assets and liabilities of nonhomogeneous op
erations as segregated amounts (5 companies in 1996).
Prior to the effective date of SFAS No. 94, the survey
companies, with rare exception, presented classified
balance sheets.

Cash......................................................
Cash and cash equivalents.............. .
Cash and equivalents.......................
Cash includes certificates of
deposit or tim e d e p o s its ..............
Cash com bined w ith marketable
s e c u ritie s ........................................
No am ount fo r c a s h ..........................

1996

1995

1994

1993

61
447
41

63
433
45

68
425
45

84
408
43

9

6

10

9

35
7

46
7

50
2

53
3

Total Companies................... . 600

600

600

600
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FANSTEEL INC. (DEC)

COURIER CORPORATION (SEP)
1996
Current Assets:
Cash and cash equivalents (Note A) $
33,000
Accounts receivable, less allowance
fo r uncollectible accounts of
$829,000 in 1996 and $564,000
24,935,000
in 1995
8,178,000
Inventories
1,580,000
Deferred income taxes
O ther cu rre n t assets
954,000
Total current assets

35,680,000

$ 1,147,000

20,019,000
9,449,000
1,236,000
1,054,000
32,905,000

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note A (In Part): Summary of Significant Accounting
Policies

ETHYL CORPORATION (DEC)

Current assets:
Cash and cash equivalents
Accounts receivable, less allowance
fo r doubtful accounts
(1 9 9 6 -$ 2 ,3 7 5 ; 1 9 9 5 -$ 2 ,3 1 7 )
Inventories:
Finished goods and w o rk-in-process
Raw materials
Stores, supplies and other

Current Assets
Cash and cash equivalents
Marketable securities
Accounts receivable, less
allowance of $176,000
in 1996 and 1995
Inventories
Raw material and supplies
W ork-in-process
Finished goods

Less:
Allowance to state certain
inventories at LIFO cost

1995

$ 3,588,290
5,173,804

$ 6,838,960
2,072,902

18,700,927

14,305,629

4,715,341
13,461,036
6,423,995

3,850,864
11,610,410
5,942,269

24,600,372

21,403,543

7,083,466

6,888,236

17,516,906

14,515,307

Other assets - current
Deferred incom e taxes
Other

1,681,398
1,370,062

1,452,160
1,002,076

Total Current Assets

48,031,387

40,187,034

Total inventories

Cash Equivalents: The Company classifies as cash and
cash equivalents amounts on deposit in banks and cash
invested temporarily in various instruments with maturi
ties of three months or less at time of purchase.

(In Thousands of dollars)

1996

1995

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
1996

1995

$ 2 0 ,1 4 8

$29,972

177,788

169,451

179,322
21,498
9,782

146,010
13,285
6,587

210,602

165,882

1 (In Part): Significant Accounting Policies
The Company considers all investments purchased with
a maturity of three months or less to be cash equiva
lents. On December 31, 1996 and 1995, the Company
had purchased $1,900,000 and $4,800,000, respectively,
of U.S. Government securities under agreements to re
sell on January 2, 1997 and January 2, 1996, respec
tively. Due to the short-term nature of the agreements,
the Company did not take possession of the securities
which were instead held in the Company’s safekeeping
accounts at the bank.
HARCOURT GENERAL, INC. (OCT)

Deferred income taxes and prepaid
expenses
Total current assets

18,627

23,207

427,165

388,512

NOTES TO FINANCIAL STATEMENTS
6. Cash & Cash Equivalents
Cash and cash equivalents consist of the follow ing :

(In thousands)
Cash and tim e deposits
Short-term securities
Total

1996

1995

$13,894
6,254

$21,167
8,805

$20,148

$29,972

Short-term securities (generally commercial paper matur
ing in less than 90 days) are stated at cost plus accrued
income, which approximates market value.

(in thousands)
Current assets
Cash and equivalents
Short-term investm ents
Accounts receivable, net
Inventories
Deferred income taxes
Other current assets
Total current assets

1996

$

532,862
242,054
409,110
592,141
77,491
79,607
1,933,265

1995

$

363,750
243,073
372,700
495,222
79,083
55,970
1,609,798

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
1 (In Part): Summary of Significant Accounting Policies
Cash and equivalents
Cash and equivalents consist of cash and liquid debt in
struments such as commercial paper and certificates of
deposit with maturities of three months or less from the
date of purchase. Cash and equivalents are stated at
cost plus accrued interest, which approximates market
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value. The Company’s practice is to invest cash with fi
nancial institutions that have acceptable credit ratings
and to limit the amount of credit exposure to any one fi
nancial institution.
PREMIUMWEAR, INC. (DEC)

TABLE 2-4: MARKETABLE SECURITIES—BASES

(Amounts in thousands)
Current assets;
Cash and cash equivalents
Restricted cash
Receivables;
Trade, net allowance of $909
and $511
Other

Table 2-4 lists the balance sheet carrying bases for in
vestments in debt and equity securities presented as
current assets. Examples of presentations and disclo
sures for such investments follow.

1996

$14,030
447

Inventories
Prepaid expenses
Total current assets

Number of Companies
1996 1995 1994 1993

1995

$

62
—

3,705
525

8,260
277

4,230
9,804
128

8,537
14,641
1,004

28,639

24,244

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
1 (In Part): Summary of Significant Accounting Policies
Cash and Cash Equivalents
The Company considers all highly liquid investments with
a maturity of three months or less when purchased to be
cash equivalents. The carrying value of cash equivalents
approximates fair value. Cash and cash equivalents at
January 4, 1997 includes $12,500,000 which will be paid
to shareholders in a special distribution in the first quar
ter of fiscal 1997.
Restricted Cash
At January 4, 1997, $447,000 of cash was pledged as
collateral on outstanding letters of credit related to inven
tory purchased and was classified as restricted cash on
the balance sheet.

MARKETABLE SECURITIES
Statement of Financial Accounting Standards No. 115 is
the authoritative pronouncement on accounting and re
porting for investments in equity securities that have
readily determinable fair value and for all investments in
debt securities. Except for debt securities classified as
held-to-maturity securities, which are reported at amor
tized cost, SFAS No. 115 requires that investments in
debt and equity securities be reported at fair value.
SFAS No. 115 requires that the fair value of held-to-ma
turity securities be disclosed.
Statement of Financial Accounting Standards No. 107
requires that the basis for estimating the fair value of
financial instruments be disclosed. 103 survey compa
nies stated that fair value approximated carrying amount
and 67 companies stated that fair value was based on
market quotes.

M arket/fair v a lu e .................................
C o s t........................................................
Lower of cost or m arket.....................

120
66
2

116
85
3

81
108
16

15
164
33

Available-For-Sale Securities
AMP INCORPORATED (DEC)
(Dollars in thousands)
Current Assets;
Cash and cash equivalents
Securities available fo r sale
Receivables
Inventories
Deferred income taxes
Other current assets
Total current assets

1996

$

223,779
27,971
1,025,850
786,623
184,273
107,684
2,356,180

1995

$

212,538
58,197
1,011,460
762,803
137,043
95,867
2,277,908

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
1 (In Part): Summary of Accounting Principles
Investments—The Company accounts for its investments
using Statement of Financial Accounting Standards No.
115, “Accounting for Certain Investments in Debt and
Equity Securities” (“SFAS No. 115”). This standard re
quires that certain debt and equity securities be adjusted
to market value at the end of each accounting period.
Unrealized market value gains and losses are charged to
earnings if the securities are traded for short-term profit.
Otherwise, such unrealized gains and losses are
charged or credited to a separate component of share
holders’ equity.
Management determines the proper classifications of
investments in obligations with fixed maturities and mar
ketable equity securities at the time of purchase and
reevaluates such designations as of each balance sheet
date. At December 31, 1996 and 1995, all securities cov
ered by SFAS No. 115 were designated as available for
sale. Accordingly, these securities are stated at fair
value, with unrealized gains and losses reported in a
separate component of shareholders’ equity. Realized
gains and losses on sales of investments, as determined
on a specific identification basis, are included in the Con
solidated Statement of Income.

Section 2; B alan ce S h e e t
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6. Securities Available For Sale
Securities available for sale at December 31 are summa
rized as follows;
December 3 1 , 1996

(Dollars in thousands)
Commercial Paper
Common Stock

December 3 1 , 1995
State and M unicipal
Securities—
M aturing in 1 year
or less
Common Stock

Gross
Unrealized
Holding
Cost
Gains
$ 1,996
16,110

$ 9,882

$18,106

$ 9,882

Gross
Unrealized
Holding
Losses

Market
Value

$17

$ 1,979
25,992

$17

$27,971

1 (In Part): Summary of Business Operations and
Significant Accounting Policies
(k) Marketable securities:
The Company’s marketable securities are categorized as
available-for-sale securities, as defined by the Statement
of Financial Accounting Standards No. 115, “Accounting
for Certain Investments in Debt and Equity Securities.”
Unrealized holding gains and losses are reflected as a
net amount in a separate component of stockholders’ eq
uity until realized. For the purpose of computing realized
gains and losses cost is identified on a specific identifica
tion basis.
3. Marketable Securities:

$ 2,800
23,027

$

1
32,369

$ —

$ 2,801
55,396

$25,827

$32,370

$ -

$58,197

Marketable securities are categorized as available-forsale securities and summarized as follows:
Cost

Fair Value

Gross Unrealized
Gain
Loss

Debt
securities

$78,675,000

$79,651,000

$1,185,000 ($209,000)

Equity
securities

1,742,000

2,858,000

$80,417,000

$82,509,000

$2,301,000 ($209,000)

$1,277,000 ($292,000)

July 3 1 , 1996

Differences between cost and market of $9,865,000 (less
deferred taxes of $3,731,000) and $32,370,000 (less de
ferred taxes of $12,896,000) were credited to a separate
component of shareholders’ equity called “Net Unreal
ized Investment Gains” as of December 31, 1996 and
1995, respectively.
Proceeds from sales of securities available for sale
were approximately $69,155,000 and $127,186,000 for
the years ended December 31, 1996 and 1995, respec
tively. In 1996, gross gains on the sale of securities avail
able for sale amounted to $16,618,000; gross losses
were not significant. Gross gains and gross losses on
such sales were not significant in 1995. At December 31,
1996 and 1995, approximately $53,039,000 and
$89,994,000 of securities available for sale with original
maturities of 91 days or less were included in cash and
cash equivalents. The market value of these securities
approximate cost.

Current assets:
Cash and cash equivalents
Marketable securities,
at market
Accounts and notes receivable,
net o f allowance fo r doubtful
accounts (1996, $1,426;
1995; $1,361)
Accounts receivable, affiliates
Inventories
Prepaid expenses and other
current assets
Total current assets

July 3 1 , 1995
Debt
securities

$84,413,000

$85,398,000

Equity
securities

981,000

2,000,000

$85,394,000

$87,398,000

1,019,000
$2,296,000 ($292,000)

Debt securities are those issued by various state and lo
cal municipalities and agencies

ANALOGIC CORPORATION (JUL)
(000 omitted)

1,116,000

1996

1995

$ 1 8 ,0 4 0

$ 1 2 ,4 0 4

82,509

87,398

45,207
1,608
50,232

43,980
1,232
46,287

4,416

5,108

202,012

196,409

Contractual maturities range from one to nine years, with
the majority five years or less.
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CENTRAL SPRINKLER CORPORATION (OCT)
(Amounts in thousands)
Current Assets:
Cash and cash equivalents
Short-term investm ents
Accounts receivable, less
allowance fo r doubtful receivables
of $4,622 in 1996 and $3,813 in
1995, respectively
Inventories
Deferred income taxes
Prepaid expenses and other assets
Total current assets

1996

1995

$ 2,884
12,466

$2,025
10,079

38,518
43,414
7,245
610

31,686
35,955
5,038
650

105,137

85,533

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Amounts in thousands)

Gross unrealized holding gains and losses for the years
ended October 31, 1996 and 1995 were not material.
The net unrealized holding gains for the years ended Oc
tober 31, 1996 and 1995 have been recorded as a sepa
rate component of shareholders’ equity. The gross pro
ceeds from sales and maturities of investments were
$5,716 and $22,069 for the years ended October 31,
1996 and 1995, respectively. Gross realized gains and
losses for the years ended October 31, 1996 and 1995
were not material. For the purpose of determining gross
realized gains and losses, the cost of securities sold is
based upon specific identification.
Short-term investments are generally comprised of
variable rate securities that provide for optional or early
redemption within twelve months and the contractual ma
turities are generally greater than twelve months.
THE LTV CORPORATION (DEC)

1 (In Part): Summary of Significant Accounting Policies

(In millions)

Short-Term Investments — The Company adopted
Statement of Financial Accounting Standards (“SFAS”)
No. 115-Accounting for Certain Investments in Debt and
Equity Securities prospectively effective November 1,
1994. The short-term investments have been catego
rized as available for sale and as a result are stated at
fair value. Unrealized holding gains and losses are in
cluded as a separate component of shareholders’ equity
until realized. All of the Company’s investment holdings
have been classified in the consolidated balance sheet
as current assets.

Current assets
Cash and cash equivalents
Marketable securities

4. Short-Term Investments:
The following is a summary of the estimated fair value
of available for sale securities by balance sheet
classification —
October 31,
1996
Cash Equivalents:
U.S. Money Market
Funds
Short-Term Investments:
Tax-Exempt
Securities

Receivables, less allowance
fo r doubtful accounts
of $17.7 in 1996 and
$17.1 in 1995
Inventories:
Products
Materials, purchased parts
and supplies
Total inventories
Prepaid expenses, deposits and other
Total current assets

1996

1995

$ 1 0 7 .4
566.4

$ 265.9
457.2

673.8

723.1

400.3

396.1

570.6

512.6

231.7

229.9

802.3
11.9

742,5
8.7

1,888.3

1,870.4

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

1995

Summary of Significant Accounting Policies (In Part)
$872

$517

$12,466

$10,079

Marketable Securities — The Company determines the
appropriate classification of marketable securities at the
time of purchase and reevaluates such designation at
each balance sheet date. Marketable securities have
been classified as available-for-sale and are carried at
fair value, with unrealized holding gains and losses re
ported as a separate component of shareholders’ equity.
The cost of debt securities is adjusted for amortization
of premiums and accretion of discounts to maturity. Such
amortization, interest income, realized gains and losses
and declines in value judged to be other than temporary
are included in net interest and other income. The cost of
securities sold is based on specific identification.
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Marketable Securities

F.

The following is a summary of marketable securities at
December 31 (in millions):

Effective April 1, 1994 the Company adopted SFAS No.
115, “Accounting for Certain Investments In Debt and
Equity Securities.” This Standard changes the manner in
which certain investments are valued and affects the way
in which unrealized gains and losses are recognized for
financial reporting purposes. The Company has classi
fied its portfolio of marketable securities as “available for
sale.” Such securities are recorded at market value with
unrealized gains and losses being recognized as a sepa
rate component of shareholders’ equity, net of income
taxes.
The amortized cost and estimated market values at
March 3 1 , 1996 and 1995 are as follows: (in thousands):

Unrealized Unrealized
Holding
Holding
Gains Losses

Cost

1996
U.S. Government
obligations
Corporate obligations
Other

1995
U.S. Government
obligations
Corporate obligations
Other

Fair
Value

$193.7
267.8
104.8

$ 0 .2
0.3
—

$ (0 .3 )
(0.1)
—

$193.6
268.0
104.8

$566.3

$ 0.5

$ (0.4)

$566.4

$291.3
144.1
20.0

$ 1 .6
0.2

$—
—
97

$292.9
144.3
20.0

$455.4

$ 1 .8

$—

$457.2

T h e c o s t a n d e s t im a te d f a ir v a lu e o f m a r k e ta b le s e c u r i
t ie s b y c o n t r a c t u a l m a t u r ity a t D e c e m b e r 3 1 , 1 9 9 6 a r e a s
fo llo w s (in m illio n s ) :

Due in one year or less
Due after one year throu gh tw o years
Due after tw o years

Cost

Fair Value

$292.5
63.2
210.6

$292.4
63.2
210.8

$566.3

$566.4

March 3 1 , 1996
Debt securities:
U.S. G overnment
obligations
M unicipal obligations
Corporate bonds
Certificates of deposit
Total debt securities
Equity securities
Total securities

March 3 1 , 1995

MYLAN LABORATORIES INC. (MAR)

Current assets
Cash and cash equivalents
Marketable securities
Accounts receivable
Inventories
Deferred incom e tax benefit
Other current assets
Total current assets

1996

1995

$ 1 7 6 ,9 8 0 ,0 0 0
12 ,4 6 0 ,000
7 1 ,9 9 7 ,000
100,616,000
11,56 0,000
5,715,000

$ 1 2 7 ,2 8 0 ,0 0 0
5 2 ,5 7 5 ,000
5 8 ,3 4 3 ,000
7 8 ,2 0 5 ,000
10,54 5,000
4,435,000

379,328,000

331,383,000

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
A (In Part): Summary of Significant Accounting Policies
2. Marketable Securities
Effective April 1, 1994, the Company adopted Statement
of Financial Accounting Standards No. 115 (“SFAS No.
115”), “Accounting for Certain Investments in Debt and
Equity Securities.” Under this Statement, the Company’s
investments classified as “available for sale” are re
corded at current market value with offsetting adjust
ments to shareholders’ equity, net of income taxes. The
adoption of SFAS No. 115 did not have a material impact
on the financial position of the Company.

Debt securities:
U.S. Government
obligations
M unicipal obligations
Corporate bonds
Certificates of deposit
Total debt securities
Equity securities
Total securities

Gross
Gross
Amortized Unrealized Unrealized
Cost
Losses
Gains

Market
Value

$ 6,008
18,764
1,461
300

$330
172
41
—

$81
42
15
—

$ 6,257
18,894
1,487
300

26,533
4,312

543
2,237

138
224

26,938
6,325

$ 30,845

$ 2,780

$ 3 6 2 $ 3 3 ,2 6 3

Gross
Gross
Am ortized Unrealized Unrealized
Losses
Cost
Gains

$ 1 7 ,0 8 3
33,047
3,090
15,804

$262
95
69
—

69,024
3,400

426
1,868

$ 72,424

$ 2,294

Market
Value

$ 2 2 $ 1 7 ,3 2 3
33,132
10
75
3,084
—
15,804
107
78

69,343
5,190

$ 1 8 5 $ 7 4 ,5 3 3

M aturities of debt securities at m arket value at March 3 1 , 1996 are
as follow s: (in thousands)
Mature in one year or less
M ature after one year through five years
Mature after five years

$

6,135
10,213
10,590

Total

$ 26,938

Proceeds from sales of marketable securities were
$27,667,000 and $5,068,000 during 1996 and 1995.
Gross gains of $617,000 and $14,000 and gross losses
of $39,000 and $142,000 were realized on those sales
during 1996 and 1995. The cost of investments sold Is
determined by the specific identification method.
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NAVISTAR INTERNATIONAL CORPORATION (DEC)
(Millions of dollars)

1996

Assets
Cash and cash equivalents
Marketable securities

$

Receivables, net
Inventories
Property and equipm ent, net
Investm ents and other assets
Intangible pension assets
Deferred tax asset, net
Total assets

Contractual maturities of marketable debt securities at
October 31 are as follows:

1995

487
394

$

485
555

881

1,040

1,655
463
770
213
314
1,030

1,854
416
683
202
284
1,087

$ 5,326

$ 5,566

Millions of dollars

Am ortized
Cost

Due in one year o r less
Due after one year through
five years
Due after five years through
10 years
Due after 10 years

M ortgage and asset-backed
securities
Total debt securities

1996

1995

Fair Am ortized
Value
Cost

Fair
Value

$46

$46

$120

$120

208

208

318

320

24
6

23
6

27
11

27
11

284

283

476

478

94

94

65

66

$378

$377

$541

$544

NOTES TO FINANCIAL STATEMENTS
1 (In Part): Summary of Accounting Policies
Marketable Securities
Marketable securities are classified as available-for-sale
securities and are reported at fair value.
5. Marketable Securities
The fair value of marketable securities is estimated
based on quoted market prices, when available. If a
quoted price is not available, fair value is estimated us
ing quoted market prices for similar financial instruments.
Information related to the company’s marketable secu
rities at October 31 is as follows:

Millions of dollars

Amortized
Cost

Corporate securities
$127
U.S. governm ent securities
152
M ortgage and asset-backed
securities
94
Foreign governm ent securities
5
Total debt securities
Equity securities
Total marketable securities

1996

1995

Fair Am ortized
Cost
Value

Fair
Value

$126
152

$56
411

$56
413

94
5

65
9

66
9

378
14

377
17

541
10

544
11

$392

$394

$551

$555

Gross unrealized gains and losses on marketable securi
ties at October 3 1 , 1996 and 1995 are not material.

Proceeds from sales or maturities of investments in se
curities were $752 million during 1996 and $480 million
during 1995. Gross gains and losses realized on such
sales or maturities were not material for each of the two
years. Shareowners’ equity includes an unrealized hold
ing gain of $1 million, net of income taxes, at October 31,
1996 and $3 million, net of income taxes, at October 31,
1995. At October 31, 1996 and 1995, a domestic insur
ance subsidiary had $17 million and $23 million, respec
tively, of marketable securities on deposit with various
state departments of insurance or otherwise not avail
able. These securities are included in total marketable
securities balances at October 3 1 , 1996 and 1995.

Trading Securities
ARDEN GROUP, INC. (DEC)
(In thousands)
Current Assets:
Cash
Marketable securities
Accounts and notes receivable, net
Inventories
Other current assets
Total current assets

1996

1995

$ 5,473
21,356
6,629
10,728
3,102

$ 1 0 ,1 0 2
20,160
9,384
10,172
2,646

47,288

52,464
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NOTES TO FINANCIAL STATEMENTS
1 (In Part): Accounting Policies
Marketable Securities:
Marketable securities consist of mutual funds, fixed-in
come securities, preferred stock, common stock, mort
gage backed government securities and collateralized
mortgage obligations. Marketable securities are stated at
market value. By policy, the Company invests primarily in
high-grade marketable securities. All marketable securi
ties are defined as trading securities under the provision
of Statement of Financial Accounting Standards No. 115,
“Accounting for Certain Investments in Debt and Equity
Securities” (SFAS 115) and unrealized holding gains and
losses are reflected in earnings.
The Company enters into various forward commit
ments, interest rate futures and currency forwards in an
effort to maximize its return on investments in trading se
curities while managing risk. Interest rate futures and
currency forwards are carried at market value based on
quotes from brokers. The risk of loss to the Company in
the event of nonperformance by any party under these
agreements is not significant. Gains and losses on for
eign currency forwards, which serve as effective hedges
of currency exposure on investments in foreign debt, are
offset against gains and losses resulting from the under
lying transactions. Realized and unrealized gains and
losses on interest rate futures are recognized currently.
Market value is determined by the most recently traded
price of the security at the balance sheet date. Net real
ized gains or losses are determined on the FIFO cost
method.
2. Marketable Securities:
Marketable securities are considered to be trading se
curities per SFAS 115 and are carried on the balance
sheet at their market value.
(In thousands)
As of December 2 8 , 1996:
M utual funds
Fixed income securities
Equity securities
M ortgage-backed
governm ent securities
Collateralized m ortgage
obligations
Total
As of December 3 0 , 1995:
M utual funds
Fixed incom e securities
Equity securities
Mortgage-backed
governm ent securities
Collateralized m ortgage
obligations
Total

Cost

$10,997
7,707
1,413
1,419
328

Unrealized
Gain (Loss)

$

35
(662)
114
7
(2)

Market
Value

$11,032
7,045
1,527
1,426
326

$21,864

$ (5 0 8 )

$21,356

$10,291
6,749
2,538

$ 216
(458)
(126)

$10,507
6,291
2,412

823

12

115

115
$20,516

835

$ (356)

$20,160

The Company enters into various forward commit
ments, interest rate futures and currency forwards in an
effort to maximize its return on investments in trading se
curities. At December 28, 1996, the Company has out
standing forward commitments to purchase mortgage
securities in early 1997 in the amount of $2,012,000
which it intends to fulfill with the proceeds of matured or
sold investment securities. In addition, the Company
holds interest rate futures relating to five year German
bonds due March 10, 1997 with an aggregate notional
amount of $499,000 and ten year Canadian bonds due
March 31, 1997 with an aggregate notional amount of
$172,000. The Company also hold currency forwards for
560,000 German marks which expire in early 1997 and
are intended to hedge currency risk on a German gov
ernment bond which is held by the Company at Decem
ber 28, 1996. The aggregate fair value of these interest
rate futures and currency forwards is nominal at Decem
ber 2 8 , 1996 and approximates cost.
WHX CORPORATION (DEC)
(In thousands)
Current assets:
Cash and cash equivalents
Short term investm ents
Trade receivables, less allowances
fo r doubtful accounts of $1,169
and $1,149
Inventories
Prepaid expenses and deferred
charges
Total current assets

1995

1996

$ 43,006
396,487

$ 35,020
447,562

54,095
285,871

25,805
215,402

18,190

13,942

797,649

737,731

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Accounting Policies (In Part)
Fair Value of Financial Instruments
The recorded amount of cash and cash equivalents ap
proximates fair value because of the short maturity of
those instruments. Short term investments are recorded
at fair market value based on trading in the public mar
ket. Redeemable common stock is recorded at the re
demption amount which is considered to approximate fair
value. See Note H for a description of fair value of debt
instruments.
The Company accounts for short-term investments in
accordance with Statement of Financial Accounting
Standards No. 115, “Accounting for Certain Investments
in Debt and Equity Securities” and in accordance with Fi
nancial Accounting Standards No. 119, “Disclosure
About Derivative Financial Instruments and Fair Value of
Financial Instruments.” Unrealized investment gains and
losses are recognized based on specific identification of
securities.

C urrent R eceivables
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Note E—Short Term Investments

Held-to-Maturity Securities

The composition of the Company’s short term invest
ments is as follows:

ACME METALS INCORPORATED (DEC)

(Dollars in thousands)

(In Thousands)

Trading Securities:
U.S. Treasury Securities
U.S. G overnment Agency M ortgage
Backed Obligations
Other
Available-for-sale securities:
Equities

1995

1996

$362,373

$402,125

12,330
14,865

40,013
5,424

6,919
$396,487

—

$447,562

These investments are subject to price volatility associ
ated with any interest bearing instrument. Fluctuations in
general interest rates affect the value of these invest
ments.
The Company recognizes gains and losses based on
specific identification of the securities which comprise
the investment balance. At December 31, 1995 unreal
ized holding gains on available-for-sale securities of $1.1
million were reported as a separate component of stock
holder’s equity. No available-for-sale securities were held
at December 31, 1996. Net unrealized holding gains and
losses on trading securities included in net income for
1995 and 1996 were $8.7 million gain and $10.0 million
loss, respectively. At December 31, 1996 the Company
had short term margin borrowings of $68.8 million related
to the short term investments. There were no short term
borrowings at December 3 1 , 1995.
On December 21, 1995, the Company purchased a
“When-Issued” contract which allowed it to purchase
United States 5-year Treasury Notes at the next sched
uled auction. The contract had a notional value of $700
million, although purchased at a discount, with an aver
age fair value through December 31, 1995 of $700.7 mil
lion. Fair value at December 31, 1995 was $702.8 million
with $4.2 million gain included in fourth quarter earnings.
The Company has accounted for this investment on a
trade-date basis, consistent with other non-financial enti
ties and is classified as a trading security.

Current Assets:
Cash and cash equivalents
S hort-term investm ents
Receivables, less allowances of
$1,320 in 1996 and $1,335
in 1995
Inventories
Deferred income taxes
Other current assets
Total current assets

1996

1995

$ 33,224
11,817

$ 53,043
83,756

52,502
68,884
14,957
1,453

55,344
51,932
12,857
1,855

182,837

258,787

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Summary of Significant Accounting Policies (In Part)
Short-Term Investments
Short-term investments have an original maturity of more
than three months and a remaining maturity of less than
1 year. These investments are stated at cost as it is the
intent of the Company to hold these securities until ma
turity. The funds are invested in compliance with the
Company’s bond indenture which restricts the type, qual
ity and maturity of investments.

CURRENT RECEIVABLES
Table 2-5 summarizes both the descriptive titles used in
the balance sheet to describe trade receivables and the
types of receivables, other than trade receivables, which
the survey companies most frequently showed as current
assets.
207
survey companies disclosed fair value information
about current receivables of which 199 stated that fair
value approximated carrying amount. Paragraph 13 of
Statement of Financial Accounting Standards No. 107
states that no disclosure about the fair value of trade re
ceivables is required if the fair value approximates the
carrying amount of the trade receivables.

Section 2; B alan ce S h eet
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Examples of presentations and disclosures for current
receivables follow.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 2— Receivables
Receivables consist of the follow ing :

TABLE 2-5: CURRENT RECEIVABLES
1996

1995

1994

1993

Accounts receivable............................
R e ce iva b le s..........................................
Trade accounts re ce iva b le ................
Accounts and note re c e iv a b le .........

268
137
123
72

255
143
131
71

250
159
119
72

250
147
124
79

Total Companies.....................

600

600

600

600

Trade Receivable Captions

Receivables Other Than
Trade Receivables
C o n tra c ts ...............................................
Tax refund cla im s.................................
Finance...................................................
In v e s te e s ...............................................
E m ploye es............................................
Insurance p ro c e e d s ............................
Sales of a s s e ts .....................................
Installm ent notes or a c c o u n ts .........

46
31
28
25
6
5
5
2

51
38
28
24
8
6
5
6

57
42
25
31
7
2
1
8

48
34
25
27
5
2
6
5

RECEIVABLES OTHER THAN TRADE
RECEIVABLES
Contracts
C O M P U T E R S C IE N C E S C O R P O R A T IO N (M A R )

In thousands

1996

Current assets:
$ 1 0 4 ,8 6 7
Cash and cash equivalents
Receivables, net allowance fo r
doubtful accounts of $36,086 (1996)
and $30,432 (1995) (note 2)
943,355
Prepaid expenses and other current
assets
96,032
Total current assets

1,144,254

1995

$ 1 5 5 ,3 1 0

In thousands
Billed trade accounts
Recoverable am ounts under
contracts in progress
Other receivables

March 29
1996

March 31
1995

$687,508

$637,580

228,099
27,748

157,838
29,545

$943,355

$824,963

March 29
1996

March 31
1995

$ 8,764

$ 6,496

Am ounts due under long-term
contracts include the fo llow ing items:

In thousands
Included in billed trade accounts
receivable—
Am ounts retained in accordance
w ith contract term s, due upon
com pletion or other specified event

Included in recoverable am ounts under
contracts in progress:
Am ounts on fixed price contracts not
billable in accordance w ith contract
$107,824
term s until some future date
Excess of costs over provisional b illin g ,
awaiting clearance fo r final billing or
18,093
future negotiation
11,756
Accrued award fees
Am ounts retained in accordance w ith
contract term s, due upon com pletion
17,412
o r other specified event
Am ounts on completed work, negotiated
3,082
and awaiting contractual docum ent
11,202
Unrecovered costs related to claim s
$169,369

$ 69,807

10,786
9,546

7,358
2,754
9,569
$109,820

824,963
101,232
1,081,505

The recoverable amounts under contracts in progress
which have not yet been billed comprise amounts of con
tact revenue not billable at the balance sheet date. Such
amounts generally become billable upon completion of a
specified phase of the contract, negotiation of contract
modifications, completion of government audit activities,
or upon acceptance by the customer.
All items relating to long-term contracts shown above
are expected to be collected during fiscal 1997 except for
$11,202,000 of unrecovered costs related to claims and
$107,386,000 of other items to be collected during 1998
and thereafter. The unrecovered costs related to claims
are recorded at net realizable value and consist primarily
of amounts due under long-term contracts which are
pending determination by negotiation or legal proceed
ings.
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INTERGRAPH CORPORATION (DEC)
(In thousands)
Assets
Cash and cash equivalents
Accounts receivable, net
Inventories
Other current assets
Total current assets

WESTERN ATLAS INC. (DEC)

1996

1995

$ 50,674
326,117
89,411
37,718

$ 56,407
324,051
111,813
49,581

503,920

541,852

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(thousands of dollars)
Current Assets
Cash and cash equivalents
Accounts receivable less allowance
fo r doubtful accounts of $24,955
(1996) and $ 1 8 ,4 8 8 (1995)
Inventories less progress billing
Deferred tax assets
Other prepaid expenses
Total Current Assets

1996

1995

$ 1 6 5 ,7 6 3

$ 1 1 6 ,7 1 5

755,507
137,158
96,685
38,822

612,336
150,855
117,189
39,385

1,193,935

1,036,480

Note 6—Accounts Receivable
Concentrations of credit risk with respect to accounts re
ceivable are limited due to the diversity of the Com
pany’s customer base. The Company performs periodic
credit evaluations of its customers’ financial condition
and generally does not require collateral. Historically, the
Company has not experienced losses related to trade re
ceivables from individual customers or from groups of
customers in any geographic area, with the exception of
the 1994 write-off of a $5,500,000 receivable from a Mid
dle Eastern customer. The Company’s total accounts re
ceivable from Middle Eastern customers at December
31, 1996 and 1995 was $20,700,000 and $13,600,000,
respectively.
Revenues from the U.S. government were
$160,800,000 in 1996, $159,300,000 in 1995, and
$167,000,000 in 1994, representing approximately 15%
of total revenue in all three years. Accounts receivable
from the U.S. government was approximately
$48,000,000 at December 31, 1996 and 1995. The Com
pany sells to the U.S. government under long-term con
tractual arrangements, primarily indefinite delivery,
indefinite quantity and cost-plus award fee contracts, and
through commercial sales of products not covered by
long-term contracts. Approximately 40% of total federal
government revenues are earned under long-term con
tracts. The Company believes its relationship with the
federal government to be good. While it is fully antici
pated that these contracts will remain in effect through
their expiration, the contracts are subject to termination
(with damages paid to the Company) at the election of
the government. Any loss of a significant government
contract would have an adverse impact on the results of
operations of the Company.
Included in accounts receivable are unbilled amounts
of $82,300,000 and $75,800,000 at December 31, 1996
and 1995, respectively.
The Company maintained allowances for uncollectible
accounts, included in “Accounts receivable’’ in the con
solidated balance sheets at December 31, 1996 and
1995, of $16,700,000 and $20,400,000, respectively.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note D (In Part): Accounts Receivable and Inventories
Following are the details of accounts receivable;
(thousands of dollars)
Trade receivables
Notes receivable (see Note J)
Receivables related to long-term
contracts
Am ounts billed
Unbilled recoverable costs and
accrued pro fit on progress completed
and retentions

Dec 31,
1996

Dec 31,
1995

$477,181
16,568

$415,905
55,837

49,538

65,352

212,220

75,242

$755,507

$612,336

The unbilled recoverable costs and retentions at Decem
ber 31, 1996 are expected to be entirely billed and col
lected in fiscal year 1997.
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Finance Receivables

CROWN CENTRAL PETROLEUM CORPORATION
(DEC)

ALCO STANDARD CORPORATION (SEP)
(Dollars in thousands)

(Thousands of dollars)

1996

Current Assets
Cash and cash equivalents
$ 36,031
Accounts receivable, less allowance
fo r doubtful accounts (1996— $1,079;
1995— $1,531)
113,447
Recoverable income taxes
4,820
66,004
Inventories
Other current assets
13,207
Total Current Assets

233,509

1995

$ 42,045

105,799
4,137
96,025
2,595
250,601

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Current Assets
Cash
Accounts receivable, less
allowance of: 1996— $35,308;
1995— $32,856
Finance receivables, net
Inventories
Prepaid expenses
Deferred taxes
Total Current Assets

1996

1995

$ 46,056

$ 6 6 ,4 1 3

513,378
435,434
350,774
80,352
83,161

368,518
326,315
267,756
46,626
56,323

1,509,155

1,131,951

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Note E (In Part): Income Taxes

13. Finance Receivables

Recoverable income taxes include an income tax receiv
able for the anticipated refund from the current use of net
operating losses and the estimated benefit from net op
erating loss carryforwards that will be used in 1997.

The Company’s wholly owned finance subsidiaries are
engaged in purchasing office equipment from Company
dealers and leasing the equipment to customers under
direct financing leases.
Components of finance receivables, net, are as fol
lows:

LOUISIANA-PACIFIC CORPORATION (DEC)

September 30 (in thousands)

(Dollar amounts in millions)
Current Assets:
Cash and cash equivalents
Accounts receivable, less allowances
of $1.4 and $1.5
Inventories
Prepaid expenses
Income tax refunds receivable
Deferred income taxes
Total current assets

1996

$

27.8

1995

$

75.4

102.5
264.3
12.0
99.5
73.1

128.7
317.7
14.3

579.2

618.5

—

Gross receivables
Unearned income
Unguaranteed residuals
Allowance fo r doubtful accounts

1996
$1,538,183
(272,279)
108,338
(60,484)

1995
$1,068,117
(165,793)
58,774
(46,994)

Lease receivables
Less: Current portion

1,313,758
435,434

914,104
326,315

Long-term lease receivables

$ 878,324

$ 587,789

82.4

NOTES TO FINANCIAL STATEMENTS
3 (In Part): Income Taxes
Due to the current domestic tax benefit in 1996, L-P is
expecting refunds from federal and state taxing authori
ties of approximately $99.5 million, which have been re
flected in current assets.

At September 30, 1996, future minimum payments to be
received under direct financing leases were: 1997$540,732,000; 1998-$473,645,000; 1999-$300,166,600;
2000-$160,035,000; 2001 -$63,605,000.
In September 1996, IKON Capital entered into a new
agreement, which expires in September 1997, to sell, un
der an asset securitization program, an undivided owner
ship interest in $150,000,000 of eligible direct financing
lease receivables. The September 1994 agreement for
$125,000,000 expires in March 1997. Both agreements
contain limited recourse provisions that require IKON
Capital to assign an additional amount of undivided inter
est in leases as a reserve to cover any potential losses
to the purchaser due to uncollectible leases. As collec
tions reduce previously sold interests, new leases can be
sold up to the agreement amount. The weighted average
interest rate on the 1994 agreement, which is partially
fixed by two interest rate swap agreements totaling a
principal/notional amount of $60,000,000, is 6.7% at
September 30, 1996. In fiscal year 1996, IKON Capital
sold an additional $52,712,000 in leases, replacing
leases liquidated during the year under the 1994 agree
ment and $150,000,000 in leases under the 1996 agree
ment.

C urrent R eceivables

PITNEY BOWES INC. (DEC)
(Dollars in thousands)
Current assets:
Cash and cash equivalents
Short-term investm ents, at cost
w hich approxim ates market
Accounts receivables, less
allowances: 1996, $16,160;
1995, $13,050
Finance receivables, less
allowances: 1996, $40,176;
1995, $37,699
Inventories
Other current assets and
prepayments
Total current assets
Property, plant and equipm ent, net
Rental equipm ent and related
inventories, net
Property leased under capital
leases, net
Long-term finance receivables,
less allowances: 1996, $73,561;
1995, $75,807
Investm ent in leveraged leases
Goodwill, net of am ortization:
1996, $34,372; 1995, $30,504
Other assets
Total assets

1996

1995

$1 35 ,2 71

$ 85,352

1,500

3,201

340,730

386,727

1,339,286
281,942

1,208,532
311,271

123,337

106,014

2,222,066
486,029

2,101,097
495,001

815,306

773,337

5,848

7,876

3,450,231
633,682

3,390,597
570,008

205,802
336,758

208,698
298,034

$8,155,722

$7,844,648

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Dollars in thousands)
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upon its loss experience and assessment of prospective
risk, and does so through ongoing reviews of its expo
sures to net asset impairment. The carrying value of its
net investment in finance receivables is adjusted to the
estimated collectible amount through adjustments to the
allowance for credit losses. Finance receivables are
charged to the allowance for credit losses after collection
efforts are exhausted and the account is deemed uncol
lectible.
The company’s general policy is to discontinue income
recognition for finance receivables contractually past due
for over 90 to 120 days depending on the nature of the
transaction. Resumption of income recognition occurs
when payments are reduced to 60 days or less past due.
However, large-ticket external transactions are reviewed
on an individual basis. Income recognition is normally
discontinued as soon as it is apparent that the obligor
will not be making payments in accordance with lease
terms and resumed after the company has sufficient ex
perience on resumption of payments to be satisfied that
such payments will continue in accordance with the origi
nal or restructured contract terms.
The company has, from time to time, sold selected fi
nance assets. The company follows Statement of Finan
cial Accounting Standards No. 77, “Reporting by
Transferors for Transfers of Receivables with Recourse’’
(FAS 77), when accounting for its sale of finance assets.
The difference between the sale price and the net receiv
able, exclusive of residuals, is recognized as a gain or
loss.
The company’s investment in leveraged leases con
sists of rentals receivable net of principal and interest on
the related nonrecourse debt, estimated residual value of
the leased property and unearned income. The un
earned income is recognized as leveraged lease reve
nue in income from investments over the lease term.

1 (In Part): Summary of Significant Accounting Policies

16 (In Part): Financial services

Financing transactions
At the time a finance transaction is consummated, the
company’s finance operations record the gross finance
receivable, unearned income and the estimated residual
value of leased equipment. Unearned income represents
the excess of the gross finance receivable plus the esti
mated residual value over the cost of equipment or con
tract acquired. Unearned income is recognized as financ
ing income using the interest method over the term of
the transaction and is included in rentals and financing
revenue in the Consolidated Statement of Income. Initial
direct costs incurred in consummating a transaction are
accounted for as part of the investment in a lease and
amortized to income using the interest method over the
term of the lease.
In establishing the provision for credit losses, the com
pany has successfully utilized an asset-based percent
age. This percentage varies depending on the nature of
the asset, recent historical experience, vendor recourse,
management judgment and the credit rating of the re
spective customer. The company evaluates the collecti
bility of its net investment in finance receivables based

The company has several consolidated finance opera
tions which are engaged in lease financing of the com
pany’s products in the U.S., Canada, the U.K., Germany,
France, Norway, Ireland and Australia, as well as other
commercial and industrial transactions in the U.S. Con
densed financial data for the consolidated finance opera
tions follows:

Finance receivables are generally due in monthly, quar
terly or semiannual installments over periods ranging
from three to seven years. In addition, 18% of the com
pany’s net finance assets represent secured commercial
and private jet aircraft transactions with lease terms
ranging from five to 25 years. The company considers its
credit risk for these leases to be minimal since all aircraft
lessees are making payments in accordance with lease
agreements. The company believes any potential expo
sure in aircraft investment is mitigated by the value of the
collateral as the company retains a security interest in
the leased aircraft.

Section 2: Balance Sheet
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Maturities of gross finance receivables and notes pay
able for the finance operations are as follows:
Gross
finance
receivable

Notes payable
and sub
ordinated debt
$2,181,230
230,549
203,761
62,393

Thereafter

$1,768,476
1,180,554
876,702
592,597
273,555
887,633

Total

$5,579,517

$3,751,799

Years ending December 31
1997
1998
1999

2000
2001

200,001
873,845

F in a n c e o p e r a tio n s ’ n e t p u r c h a s e s o f P itn e y B o w e s
e q u ip m e n t a m o u n te d to $ 6 4 5 .4 m illio n , $ 6 1 8 .6 m illio n
a n d $ 6 1 7 .4 m illio n in 1 9 9 6 , 1 9 9 5 a n d 1 9 9 4 , r e s p e c tiv e ly .
T h e c o m p o n e n t s o f n e t f in a n c e r e c e iv a b le s w e r e a s
fo llo w s :
December 31

1996
$5,579,517
735,978
99,023
(113,737)
(1,511,264)

$5,483,695
680,055
94,571
(113,506)
(1,545,686)

Net finance receivables

$4,789,517

$4,599,129

Current assets
Cash and cash equivalents
Accounts receivable, net of allowance
of $19,862 in 1996 and
$17,721 in 1995
Current portion of lease receivables
Inventories
Prepaid expenses and other
Net current assets of discontinued
operations
Total current assets

(In thousands)
Total borrow ings, beginning
balance
Current year borrow ings
Current year repayments

1996

1995

1994

$120,238
80,564
(73,319)

$121,674
64,447
(65,883)

$114,274
72,878
(65,478)

Total borrow ings, ending
balance
Leases not funded at year-end
Insured residual values

127,483
33,759

120,238
39,490

121,674
16,558
49

Investment in sales leases
Less current lease receivables

161,242
(74,624)

159,728
(73,555)

138,281
(61,516)

Less receivables

$ 8 6 ,1 7 3

$ 8 6 ,6 1 8

$ 76,765

The borrowings and repayments shown above are in
cluded in the Company’s total borrowings and repay
ments as shown in the Consolidated Statements of Cash
Flows.
Sales of lease receivables in 1996, 1995 and 1994
were $12.1 million, $11.3 million, and $9.0 million, re
spectively.
WINNEBAGO INDUSTRIES, INC. (AUG)

TANDEM COMPUTERS INCORPORATED (SEP)
1996

The following table relates the borrowing and repay
ment activity in the lease-related installment notes to the
investment in sales leases:

1995

Gross finance receivables
Residual valuation
Initial direct cost deferred
Allowance fo r credit losses
Unearned income

(In thousands)

keting the computer equipment on a “best efforts” basis
on behalf of the financial institutions.

1995

$ 8 7 ,8 1 3

$ 1 2 1 ,2 3 0

475,464
74,624
115,320
43,749

539,993
73,555
169,948
65,759

62,593

—

859,563

970,485

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(Dollars in thousands)
Current assets
Cash and cash equivalents
Marketable securities
Receivables, less allowance fo r
doubtful accounts ($702 and
$1,128 respectively)
Dealer financing receivables,
less allowance fo r doubtful accounts
($197 and $255, respectively)
Inventories
Prepaid expenses
Deferred income taxes
Current assets of discontinued
operations
Total current assets

$

1996

1995

797
4,316

$ 8,508
2,144

30,029

31,638

11,491
63,103
3,253
6,343

9,345
53,080
3,282
6,224

7,285

6,683

126,617

120,904

Leasing Program
The Company offers lease financing of selected products
to its customers. Sales-type leases are originated by the
Company and either sold on a nonrecourse basis or
used as collateral for borrowings from certain third-party
financial institutions. Under lease borrowings, the Com
pany receives all proceeds at the Inception of the lease.
The third-party financial institution assumes the adminis
trative responsibility for collection of the lease receiv
ables and the credit risk. In the event of a default by a
lessee, recourse by the financial institutions is generally
limited to the collateralized computer equipment. The
Company may also be required to participate in remar

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 5: Dealer Financing Receivables
Dealer floor plan receivables are collateralized by recrea
tion vehicles and are due upon the dealer’s sale of the
vehicle, with the entire balance generally due at the end
of one year. At August 31, 1996, the Company had cer
tain concentration of credit risks whereby $10,770,000 of
dealer financing receivables were due from one dealer.
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Receivables From Affiliates

Credit Card Receivables

C L E V E L A N D - C L IF F S IN C . (D E C )

S E A R S , R O E B U C K A N D C O . (D E C )

(in millions)

1996

Current Assets
Cash and cash equivalents
Marketable securities

$152.3
17.1

$139.9
8.9

169.4

148.8

53.6

45.2

Trade accounts receivable (net of allowance,
$1.1 in 1996 and $7.7 in 1995)
Receivables fro m associated
companies
Inventories
Finished products
W ork in process
Supplies

16.6

16.6

28.7
.9
15.4

38.0
.7
17.0

45.0
4.4
11.8

55.7
14.1
12.3

300.8

292.7

Deferred incom e taxes
Other
Total Current Assets

1995

S E A B O A R D C O R P O R A T IO N (D E C )

(Thousands of dollars)
Current assets:
Cash and cash equivalents
Short-term investm ents
Receivables:
Trade
Due from foreign subsidiaries
not consolidated
Other

Allowance fo r doubtful receivables
Net receivables
Inventories
Deferred income taxes
Prepaid expenses and deposits
Total current assets

1996

1995

$ 11,467
90,373

$ 5,529
135,197

151,380

112,038

37,995
14,357

7,317
15,442

203,732

134,797

(19,448)

(17,088)

184,284
185,701
7,224
14,330

117,709
112,843
8,231
14,251

493,379

393,760

Millions
Current Assets
Cash and invested cash
Credit card receivables
Less: Allowance fo r uncollectible
accounts

Other receivables
Merchandise inventories
Prepaid expenses and deferred charges
Deferred income taxes
Total current assets

1996

$

660
22,371

1995

$

606
20,932

808

826

21,563
335
4,646
348
895

20,106
444
4,033
360
892

28,447

26,441

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
1 (In Part): Summary of Significant Accounting Policies
Credit Card Receivables
Credit card receivables arise primarily under open-end
revolving credit accounts used to finance purchases of
merchandise and services offered by the Company.
These accounts have various billing and payment struc
tures, including varying minimum payment levels and fi
nance charge rates. Based on historical payment pat
terns, the full receivable balance will not be realized
within one year.
Credit card receivables are shown net of an allowance
for uncollectible accounts. The Company provides an al
lowance for uncollectible accounts which is determined
based on a number of factors, including the risk charac
teristics of the portfolio, historical charge-off patterns,
and management judgment. When receivables are secu
ritized and sold with limited recourse, the portion of the
allowance for uncollectible accounts pertaining to such
receivables is transferred to a recourse liability at the
date of sale.
Uncollectible accounts are generally charged off
against the allowance or recourse liability automatically
at the beginning of the billing cycle in which the cus
tomer’s balance is deemed to be more than 209 days
past due, except that accounts may be charged off
sooner in the event of customer bankruptcy. Finance
charge revenue is recorded until such time an account is
charged off and finance charges on charged-off ac
counts are presented as a reduction of credit revenues.
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In June 1996, SFAS No. 125, “Accounting for Trans
fers and Servicing of Financial Assets and Extinguish
ments of Liabilities” was issued. This statement provides
consistent guidance for distinguishing transfers of finan
cial assets (securitizations) that are sales from transfers
that are secured borrowings and is effective for securiti
zations occurring after Dec. 3 1 , 1996.
SFAS No. 125 requires the Company to recognize
gains on securitizations which qualify as sales. The
statement also indicates that an allowance for uncollect
ible accounts should not be maintained for receivables
which are sold (securitized) effective after Dec. 31, 1996.
The Company expects the allowance for doubtful ac
counts related to the domestic securitized (sold) receiv
ables to be depleted during 1997 and 1998.
The Company anticipates an increase in net income of
approximately $100 to $150 million in 1997 resulting
from the implementation of the new statement, although
the precise amount will be dependent on a number of
factors such as interest rates and levels of securitization.
8. Financial Instruments
In the normal course of business, the Company invests
in various financial assets, incurs various financial liabili
ties and enters into agreements involving off-balance
sheet financial instruments. The fair value estimates of fi
nancial instruments presented are not necessarily indica
tive of the amounts the Company might pay or receive in
actual market transactions. Potential taxes and other
transaction costs have also not been considered in esti
mating fair value. As a number of the Company’s signifi
cant assets (including merchandise inventories, property
and equipment, and deferred income taxes) and liabili
ties are not considered financial instruments, the follow
ing disclosures do not reflect the fair value of the Com
pany as a whole.
For financial instruments which are short-term in na
ture, such as other receivables, short-term borrowings,
accounts payable and other liabilities, carrying value ap
proximates fair value. The fair value of other financial in
struments is as follows:
1996

1995

Carrying
Value

Fair
Value

Carrying
Value

Fair
Value

Credit card receivables
$21,563
Long-term debt (excluding
capitalized leases)
14,554

$22,185

$20,106

$20,763

14,867

11,461

12,212

Millions

Credit card receivables are valued by discounting esti
mated future cash flows. The estimated cash flows re
flect the historical cardholder payment experience and
are discounted at market rate.
Long-term debt is valued based on quoted market
prices when available or discounted cash flows, using in
terest rates currently available to the Company on similar
borrowings.

Installment Receivables
SNAP-ON INCORPORATED (DEC)
(Amounts in thousands)
Current assets
Cash and cash equivalents
Accounts receivable, less allowance
fo r doubtful accounts of $16.9 m illion
in 1996 and $14.7 m illio n in 1995
Inventories
Prepaid expenses and other assets
Total current assets

1996

1995

$ 1 5 ,3 5 0

$1 6 ,2 1 1

651,739
269,750
80,485

610,064
250,434
69,980

1,017,324

946,689

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 5 (In Part): Receivables
Accounts receivable include installment receivable
amounts that are due beyond one year from balance
sheet dates. These amounts were approximately $47.6
million and $38.3 million at the end of 1996 and 1995.
Gross installment receivables amounted to $422.2 mil
lion and $433.1 million at the end of 1996 and 1995. Of
these amounts, $42.4 million and $59.6 million repre
sented unearned finance charges at the end of 1996 and
1995.
Note 8 (In Part): Financial Instruments
Fair Value of Financial Instruments
Statement of Financial Accounting Standards (SFAS)
No. 107, “Disclosure about Fair Value of Financial Instru
ments,” requires the Corporation to disclose the fair
value of financial instruments for both on- and off-bal
ance sheet assets and liabilities for which it is practicable
to estimate that value. The following methods and as
sumptions were used in estimating the fair value for fi
nancial instruments;
Installment contracts: A discounted cash flow analysis
was performed over the average life of a contract using a
discount rate currently available to the Corporation ad
justed for credit quality, cost and profit factors. As of De
cember 28, 1996 and December 30, 1995, the fair value
was approximately $408.2 million and $407.7 million ver
sus a book value of $379.7 million and $373.5 million.
Interest rate swap agreements: The fair value of the
agreements was based on a quote from the financial in
stitution with which the Corporation executed the trans
actions. As of December 28, 1996, the cost to terminate
the agreements was $0.9 million. As of December 30,
1995, the Corporation would have realized a gain of $1.0
million upon termination of the agreements.
All other financial instruments: The carrying amounts ap
proximate fair value based on quoted market prices or
discounted cash flow analysis for cash equivalents, debt,
forward exchange contracts and other financial instru
ments.

C urrent R eceivables
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RECEIVABLES USED FOR FINANCING

Note E—Accounts Receivable Financing
Table 2-6 shows that 1996 annual reports of 127 survey
companies disclosed either the sale of receivables or the
pledging of receivables as collateral.
Examples of disclosures made in the reports of the
survey companies financing receivables follow.

Receivables Sold

The Corporation, through FoxMeyer, participated in a
$200.0 million accounts receivable financing program un
der which the Corporation sold a percentage ownership
interest in a defined pool it its trade accounts receivable
with limited recourse. Generally, an undivided interest in
new accounts receivable was sold daily as existing ac
counts receivable were collected to maintain the partici
pation interest at $200.0 million. Accounts receivable
sold under this program were not included in the accom
panying balance sheets at March 31, 1996 and 1995, re
spectively. An allowance for doubtful accounts was re
tained on the participation interest sold based on
estimates of the Corporation’s risk of credit loss from its
obligation under the recourse provisions. The total cost
of the program was $13.0 million, $9.1 million and $2.2
million for the years ended March 31, 1996, 1995 and
1994, respectively, and was charged against “Other in
come” in the accompanying consolidated statements of
operations. The Corporation also acted as agent for the
purchaser by performing recordkeeping and collection
functions on the participation interest sold. The agree
ment contained certain covenants regarding the quality
of the accounts receivable portfolio, as well as other
covenants which were substantially identical to those
contained in FoxMeyer’s credit facilities. Subsequent to
March 31, 1996, the Corporation replaced the current ac
counts receivable financing program with a new $275.0
million, five year program (see Note U).

FOXMEYER HEALTH CORPORATION (MAR)

GEORGIA-PACIFIC CORPORATION (DEC)

TABLE 2-6: RECEIVABLES USED FOR FINANCING
Receivables sold to finance
sub s id ia rie s ........................................
Receivables sold to
independent e n t it ie s .......................
Receivables used as
c o lla te ra l............................................

Total References.....................

1996

1995

1994

1993

21

13

10

8

76

79

76

83

33

42

44

50

130

134

130

141

Reference to receivable
fin a n c in g ............................................
No reference to receivable
fin a n c in g ............................................

127

131

125

133

473

469

475

467

Total Companies.....................

600

600

600

600

(In thousands of dollars)

1996

Current assets
Cash and short-term investm ents
$ 26,987
Receivables, principally trade, less
allowance fo r possible losses of
$23,540 in 1996 and $6,510 in 1995 291,750
Inventories
632,269
Net assets of discontinued operations
held fo r sale
16,527
Other current assets
43,632
Total current assets

1,011,165

1995

$ 35,232

334,250
820,818
—

38,394
1,228,694

(Millions)
Current Assets
Cash
Receivables, less allowances of
$10 and $25
Inventories
Raw materials
Finished goods
Supplies
LIFO Allowance
Total inventories
Deferred income tax assets
Other current assets
Total current assets

1996

$

10

1995

$

11

959

949

415
979
295
(222)

526
896
283
(259)

1,467
129
50

1,446
123
66

2,615

2,595

152

Section 2: Balance Sheet

NOTES TO FINANCIAL STATEMENTS
Note 4. Receivables
The Corporation has a large, diversified customer base,
which includes some customers who are located in for
eign countries. The Corporation closely monitors exten
sions of credit and has not experienced significant losses
related to its receivables. In addition, a portion of the re
ceivables from foreign sales are covered by confirmed
letters of credit to help ensure collectibility.
Supplemental information on the accounts receivable
balances at December 3 1 , 1996 and 1995 is as follows:

which established accounting and reporting standards for
transfers and servicing of financial assets and extin
guishment of liabilities. The Corporation will adopt the
new Standard in the 1997 first quarter. As a result, the
Corporation’s accounts receivable program will be ac
counted for as a secured borrowing; the receivables and
the corresponding debt will be included as an asset and
liability, respectively, on the balance sheet.
INTERNATIONAL MULTIFOODS CORPORATION
(FEB)
(in thousands)

(Millions)

December 31
1996
1995

Receivables
Trade
Other

$885
84

$890
84

969

10

974
25

$959

$949

Less allowances
Receivables, net

The Corporation had sold fractional ownership interests
in a defined pool of trade accounts receivable for $350
million as of December 31, 1996 and 1995. The sold ac
counts receivable are excluded from receivables in the
accompanying balance sheets. The full amount of the
allowance for doubtful accounts has been retained be
cause the Corporation has retained substantially the
same risk of credit loss as if the receivables had not
been sold. A portion of the cost of the accounts receiv
able sale program is based on the purchasers’ level of
investment and borrowing costs. The Corporation pays
fees based on its senior debt ratings. The total cost of
the program, which was $20 million in 1996, $37 million
in 1995 and $33 million in 1994, is included in selling,
general and administrative expense in the accompanying
statements of income.
Under the accounts receivable sale agreement, the
maximum amount of the purchasers’ investment is sub
ject to change based on the level of eligible receivables
and restrictions on concentrations of receivables. During
1995, the Corporation repurchased $350 million of re
ceivables in order to reduce the cost of the program,
which was higher than the cost of financing from alterna
tive sources. The program has been extended to May
17, 1997.
In June 1996, the Financial Accounting Standards
Board issued Financial Accounting Standards Statement
Number 125, “Accounting for Transfers and Servicing of
Financial Assets and Extinguishments of Liabilities,”

Current assets;
Cash and equivalents
Trade accounts receivable,
net of allowance
Inventories
Deferred income taxes
Other current assets
Total current assets

1996

$

7,508

1995

$

10,792

165,527
230,626
10,792
44,582

142,474
256,878
18,506
43,047

459,035

471,697

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 8: Accounts Receivable
As of February 29, 1996 and February 28, 1995, the
Company had sold with limited recourse $13.1 million
and $11.5 million of accounts receivable, respectively.
Collections received on these accounts may be replaced
by new receivables in order to maintain the aggregate
outstanding balance. The credit risk of uncollectible ac
counts has been substantially transferred to the pur
chaser. Fees associated with these transactions are in
cluded in interest expense in the consolidated
statements of operations.
The Company also sold, with recourse, certain ac
counts receivable related to food export sales in Russia
in fiscal 1996 and 1995. The related credit facilities limit
the outstanding balance at any point in time to a total of
$24 million and are subject to recourse in that the Com
pany is obligated to pay amounts due to participating fi
nancial institutions in the event the customer fails to pay.
The Company reduces its credit risk by requiring standby
letters of credit and a security deposit and by maintaining
title to the inventory until payment has been made. The
outstanding balances on such receivables at February
29, 1996 and February 28, 1995 were $10.8 million and
$13.2 million, respectively. Fees associated with these
transactions are paid directly by the customer.
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Receivables Used As Collateral

THE STANDARD PRODUCTS COMPANY (JUN)
(Thousands of Dollars)
Current Assets:
Cash and cash equivalents
Receivables, less allowances
of $2,958 in 1996 and
$4,978 in 1995
Inventories
Prepaid insurance, taxes, etc.
Total current assets

1996

$

-

1995

$

CHOCK FULL O’ NUTS CORPORATION (JUL)
1996

1995

$16,293,783

$8,357,152

30,989,008
59,637,802

37,689,286
60,551,535

128,099
3,539,776

6,972,928
2,916,690

110,588,468

116,487,591

19,546

180,787
60,377
19,680

196,613
69,458
21,820

260,844

307,437

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Thousands of Dollars)
4. Accounts Receivable Securitization
In September 1995, the Company and certain of its U.S.
subsidiaries entered into an agreement to sell, on an on
going basis, all of their accounts receivable to The
Standard Products Funding Corporation (Funding Co.), a
wholly owned subsidiary of the Company. Accordingly,
the Company and those subsidiaries, irrevocably and
without recourse, transfer all of their U.S. dollar denomi
nated trade accounts receivable (principally representing
amounts owed by original equipment customers in the
U.S. automotive and related industries) to the Funding
Co. The Funding Co. has sold and, subject to certain
conditions, may from time to time sell an undivided inter
est in those receivables to the Clipper Receivables Cor
poration. The Funding Co. is permitted to receive ad
vances of up to $50,000 for the sale of such undivided
interest. At June 30, 1996, $50,000 has been advanced.
Unless extended by amendment, the agreement expires
in September 1998.
Proceeds from the sale were used to reduce outstand
ing borrowings under the Company’s Revolving Credit
Agreement and are reflected as operating cash flows in
the accompanying consolidated statement of cash flows.
Costs of the program, which primarily consist of the pur
chasers’ financing and administrative costs, totaled
$2,603 in fiscal 1996 and have been classified as Sell
ing, General and Administrative Expenses in the accom
panying consolidated statement of income.
The Company maintains an allowance for doubtful ac
counts receivable ($2,958 and $4,978 at June 30, 1996
and 1995, respectively) based on the expected collecti
bility of all trade accounts receivable, including receiv
ables sold.

Current Assets:
Cash and cash equivalents
Receivables, principally trade,
less allowances fo r doubtful
accounts and discounts of
$1,133,000 and $1,251,0 0 0 Note 2
Inventories
Investm ents in marketable
securities at cost
(approxim ates market)
Prepaid expenses and other
Total Current Assets

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 2 (In Part): Long-Term Debt
Under the Company’s amended and restated revolving
credit and term loan agreements (collectively the “Loan
Agreements”) with Fleet Bank, N.A. and The Chase
Manhattan Bank (the “Banks”), the Company may, from
time to time, borrow funds from the Banks, provided that
the total principal amount of all such loans outstanding
through December 31, 1996 may not exceed
$40,000,000 and after such date may not exceed
$20,000,000. Interest (8.25% at July 31, 1996) on all
such loans is equal to the prime rate, subject to adjust
ment based on the level of loans outstanding. Outstand
ing borrowings under the Loan Agreements may not ex
ceed certain percentages of and are collateralized by,
among other things, the trade accounts receivable and
inventories, and substantially all of the machinery and
equipment and real estate of the Company and its sub
sidiaries. All loans made under the term loan agreement
($10,000,000 at July 31, 1996) are to be repaid in De
cember 1999. Outstanding loans under the revolving
credit agreements are to be repaid in December 1999.
Pursuant to the terms of the Loan Agreements, the Com
pany and its subsidiaries, among other things, must
maintain a minimum net worth and meet ratio tests for li
abilities to net worth and coverage of fixed charges and
interest, all as defined. The Loan Agreements also pro
vide, among other things, for restrictions on dividends
(except for stock dividends) and require repayment of
outstanding loans with excess cash flow, as defined.
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ALLOWANCE FOR DOUBTFUL ACCOUNTS
Table 2-7 summarizes the captions used by the survey
companies to describe an allowance for doubtful ac
counts. APB Opinion No. 12 states that such allowances
should be deducted from the related receivables and ap
propriately disclosed.
TABLE 2-7: DOUBTFUL ACCOUNT CAPTIONS
1996

Allowance for doubtful
accounts................................
Allowance..................................
Allowance for losses...................
Allowance for uncollectible
accounts................................
Reserve....................................
Reserve for doubtful accounts.......
Other caption titles......................

1995 1994

1993

270
160
23

271
161
26

260
166
26

266
164
28

9
14
7
29

8
15
8
31

9
14
7
37

10
13
5
33

512

520 519

519

Receivables shown net.................
No reference to doubtful
accounts................................

20

16

15

15

68

64

66

66

Total Companies.....................

600

600

600

600

Table 2-8 summarizes the methods used by the survey
companies to determine inventory costs and indicates
the portion of inventory cost determined by LIFO. As indi
cated in Table 2-8, it is not uncommon for a company to
use more than one method in determining the total cost
of inventory. Methods of inventory cost determination
classified as Other in Table 2-8 include specific identifi
cation and accumulated costs for contracts in process.
Forty companies disclosed that certain LIFO inventory
levels were reduced with the result that net income was
increased due to the matching of older historical cost
with present sales dollars. Twenty-four companies dis
closed the effect on income from using LIFO rather than
FIFO or average cost to determine inventory cost.
Table 2-9 shows by industry classification the number
of companies using LIFO and the percentage relation
ship of those companies using LIFO to the total number
of companies in a particular industry classification. The
decrease in the number of survey companies using LIFO
was caused in part by the fact that more companies
deleted from the survey used LIFO than those compa
nies selected as replacements. Four survey companies
changed from the LIFO method to another method of de
termining inventory cost.
Examples of presentations and disclosures for invento
ries follow.
TABLE 2-8: INVENTORY COST DETERMINATION
Number of Companies
1996 1995 1994 1993

INVENTORIES
Chapter 4 of Accounting Research Bulletin No. 43 states
that the “primary basis of accounting for inventories is
cost...” but “a departure from the cost basis of pricing the
inventory is required when the utility of the goods is no
longer as great as its cost...” Approximately 90% of the
survey companies use lower of cost or market, an ac
ceptable basis for pricing inventories when circum
stances require a departure from cost, to price all or a
portion of their inventories.

Methods

First-in first-out (FIFO)................. 417
Last-in first-out (LIFO)................. 332
Average cost............................... 181
Other......................................... 37

411
347
185
40

417
351
192
42

417
350
189
42

All inventories............................. 15
50% or more of inventories.......... 178
Less than 50% of inventories........ 92
Not determinable......................... 47

14
191
88
54

17
186
98
50

17
191
92
50

Companies Using LIFO............. 332

347

351

350

Use of LIFO
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Inventories

TABLE 2-9: INDUSTRY CLASSIFICATION OF
COMPANIES USING LIFO

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

1996
Advertising...............................
Aerospace................................
Apparel, shoes.........................
Beverages ................................
Building materials, glass..............
Chemicals................................
Computer and data services.........
Computers, office equipment.......
Electronics, electrical equipment..
Engineering, construction............
Entertainment...........................
Food.......................................
Forest and paper products..........
Furniture................. .................
Hotels, casinos..........................
Industrial and farm equipment__
Metal products..........................
Metals......................................
Mining, crude oil production.......
Motor vehicles and parts............
Petroleum refining....................
Pharmaceuticals........................
Publishing, printing...................
Retailing—grocery stores............
Retailing—other stores..............
Rubber and plastic products........
Scientific, photographic, and
control equipment...................
Soaps, cosmetics......................
Textiles....................................
Tobacco ..................................
Transportation equipment..........
Waste management...................
Wholesalers.............................
Not otherwise classified..............
Total Companies....................

.
.
.
.
.
.
.
.
.
.
.
.
.
.

Note 1 (In part): Significant Accounting Policies

1995

No.
—
6
10
3
10
28
—
2
14
2
1
17
26
7

%*
—
32
59
50
62
87
—
10
27
33
50
43
93
78

No.
—
7
10
3
9
27
—
2
17
3
1
18
26
6

29
17
17
4
17
21
6
13
11
15
9

67
74
71
33
71
91
46
65
100
75
82

30
17
18
6
17
22
6
14
11
15
8

%*
—
37
59
50
60
82
—
9
31
50
33
48
96
75
—
70
74
75
50
65
95
46
70
100
83
67

—

—

—

13
3
10
3
2
—
9
7

35
33
82
50
50
—
53
28

14
4
11
3
3
—
11
8

39
50
85
43
75
—
65
31

332

55

347

58

* Percent of total num ber of com panies fo r each industry classifi
cation included in the survey.

DYNAMICS CORPORATION OF AMERICA (DEC)
(Dollar amounts in thousands)

Total Current Assets

Note 2: Inventories
(In thousands)
Raw materials and supplies
W ork in process
Finished goods

Inventories subject to
progress billings
Progress billings

1996

1995

$ 1,146

$ 1,767

19,583
22,624
1,196
4,801

19,898
23,440
1,254
4,434

49,350

50,793

1996

1995

$ 6,276
7,024
5,466

$ 7,655
8,565
6,863

18,766

23,083

5,184
(1,326)

1,233
(876)

3,858

357

$22,624

$23,440

The excess of current replacement cost over LIFO cost
of inventories amounted to approximately $950,000
(1996) and $800,000 (1995).
The United States Government has liens on substan
tially all inventories subject to progress billings.
GARAN, INCORPORATED (SEP)

Current Assets:
Cash and cash equivalents
U.S. Government securities—
short-term
Accounts receivable,
less estimated uncollectibles;
1996 and 1995, $514,000
lnventories
Other current assets
Total Current Assets

FIFO

Current Assets:
Cash and cash equivalents
Accounts receivable, less
allowances of $536 and $613
Inventories— Note 2
Other current assets
Deferred income taxes

Inventories are stated at the lower of cost or market. In
ventory costs have been determined by the last-in, firstout (LIFO) method for approximately 26% (1996) and
41% (1995) of inventories, excluding inventories subject
to progress billings under contracts. Costs for other in
ventories have been determined principally by the first-in,
first-out (FIFO) method.

1996

1995

$20,587,000

$8,649,000

12,568,000

20,424,000

26,041,000
28,639,000
5,558,000

25,746,000
29,454,000
4,412,000

93,393,000

88,685,000
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LIFO

Note 1. (in part): Summary of Significant Accounting
Policies

BROWN-FORMAN CORPORATION (APR)

d. Inventories

(Expressed in millions)

Inventories are stated at the lower of cost (principally
standard cost which approximates actual cost on a firstin, first-out basis) or market.

Cash and cash equivalents
Accounts receivable, less allowance
for doubtful accounts of $13 in
1996 and $14 in 1995
Inventories:
Barreled whisky
Finished goods
Work in process
Raw materials and supplies

Note 3—Inventories
Inventories consist of the following:
Raw materials
Work in process
Finished goods

1996

1995

$ 3,115,000
6,837,000
18,687,000

$ 5,135,000
9,374,000
14,945,000

$28,639,000

$29,454,000

OPTICAL COATING LABORATORY, INC. (OCT)
(Amounts in thousands)

Current Assets
Cash and short-term investments
Accounts receivable, net of
allowance for doubtful accounts
of $1,775 and $1,229
Inventories
Income taxes receivable
Deferred income tax assets
Other current assets
Total Current Assets

1995

$ 54

$ 62

257

234

167
169
59
38

163
123
59
37

Total inventories
Other current assets

433
24

382
20

Total Current Assets

768

698

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Dollars in millions)

1996

1995

$16,027

$6,602

27,700
18,701
1,248
5,165
1,230

29,565
15,886
38
6,665
2,438

70,071

61,194

1 (In Part): Accounting Policies

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Amounts in thousands)
2. (In Part): Significant Accounting Policies
Inventories. Inventories are stated at the lower of cost,
on a first-in, first-out basis, or market. Work-in-process
inventories related to fixed-price contracts are stated at
the accumulated cost of material, labor and manufactur
ing overhead, less the estimated cost of units delivered.
To the extent total costs under fixed-price contracts are
estimated to exceed the total sales price, charges are
made to current operations to reduce inventoried costs to
net realizable value. In addition, if future costs are esti
mated to exceed future revenues, an allowance for
losses equal to the excess is provided by a charge to
current operations.
11. (In Part)
Inventories. Inventories as of October 31, 1996 and 1995
consisted of:
1996

1995

Raw materials and supplies
Work-in-process
Finished goods

$ 7,483
8,797
2,421

$ 7,330
7,527
1,029

Total inventories

$18,701

$15,886

(Amounts in thousands)

1996

Inventories
Inventories are stated at the lower of cost or market. Ap
proximately 84% at April 30, 1996, 1995, and 1994 of the
total amount of consolidated inventories is stated on the
basis of the last-in, first-out (LIFO) method. All remaining
inventories are valued using the first-in, first-out and av
erage cost methods.
If the LIFO method had not been used, inventories
would have been $85, $70, and $72 higher than reported
at April 3 0 , 1996, 1995, and 1994, respectively.
A substantial portion of barreled whisky will not be sold
within one year because of the duration of the aging
process. All barreled whisky is classified in current as
sets in accordance with industry practice. Bulk wine in
ventories are classified as work in process.
Warehousing, insurance, ad valorem taxes, and other
carrying charges applicable to barreled whisky held for
aging are included in inventory costs.
CLARCOR INC. (NOV)
(Dollars in thousands)

1996

Current assets:
Cash and short-term cash investments $17,372
Accounts receivable, less allowance
for losses of $1,784 for 1996 and
$1,557 for 1995
52,509
Inventories
49,773
1,476
Prepaid expenses
3,249
Deferred income taxes
124,379
Total current assets

1995
$18,769
50,034
42,972
2,018
3,777
117,570

Inventories

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Dollars In Thousands)

Inventories are stated at the lower of cost or market.
Cost is determined by the last-in, first-out (LIFO) method
for approximately 57% and 62% of the Company’s inven
tories at November 30, 1996 and 1995, respectively, and
by the first-in, first-out (FIFO) method for all other inven
tories. The FIFO method would approximate the current
cost. The inventories are summarized as follows:

Total at FIFO
Less excess of FIFO cost
over LIFO values

1996

1995

$16,315
9,943
25,882

$14,285
8,392
23,051

52,140

45,728

2,367

2,756

$49,773

$42,972

During 1994, LIFO inventory quantities were reduced re
sulting in a partial liquidation of the LIFO bases, the ef
fect of which increased net earnings by approximately
$480.

1996

Current assets:
Cash and cash equivalents
$110,905
Accounts and notes receivable:
Trade, less allowance for doubtful
accounts of $275 in 1996 and $30
in 1995
86,421
Affiliates
14,086
Other
13,836
Inventories:
Finished
43,477
In process
23,157
Raw materials
40,737
Packaging materials, less allowance
for obsolete inventories of
$1,046 in 1996 and $1,000 in 1995 13,699
Total inventories

1995
$32,386

89,579
16,329
10,847
58,486
28,787
37,298
14,854

121,070

139,425

Other supplies, less allowance for obsolete
supplies of $2,273 in 1996 and
$1,942 in 1995
36,103
Prepaid expenses and other assets
24,794
Deferred tax asset
9,427

39,364
13,634
18,629

Total current assets

416,642

Inventories; Inventories are stated at the lower of cost or
market. Cost is determined by the last-in, first-out (LIFO)
method for substantially all inventories.
Current cost, as determined principally on the first-in,
first-out method, exceeded LIFO cost by $43.1 million
and $42.2 million at December 29, 1996, and December
31, 1995, respectively. During 1996 and 1995, total in
ventory costs and quantities were reduced resulting in
LIFO liquidations, the effects of which were not material.
KIMBALL INTERNATIONAL, INC. (JUN)
(Amounts in thousands)

360,193

1996

Current Assets:
Cash and cash equivalents
$ 5,647
Short-term investments-at cost,
estimated market values of $108,164
and $97,956, respectively
108,425
Accounts and notes receivable,
less allowance for possible losses of
$4,075 and $4,245, respectively
117,140
89,489
Inventories
Other
21,550
Total current assets

ADOLPH COORS COMPANY (DEC)
(In thousands)

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 1 (In Part): Summary of Significant Accounting
Policies

D. Inventories

Raw materials
Work-in-process
Finished products

157

342,251

1995
$ 15,278
97,534
96,057
76,146
21,801
306,816

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 1 (In Part): Summary of Significant Accounting
Policies
Inventory Pricing; Inventories are stated at the lower of
cost or market value. Cost includes material, labor and
applicable manufacturing overhead and is determined
using the last-in, first-out (LIFO) method for approxi
mately half of consolidated inventories and the first-in,
first-out (FIFO) method for the remaining inventories.
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Note 3. Inventories

Approximately half of consolidated inventories are valued
using the lower of last-in, first-out (LIFO) cost or market
value. The remaining inventories, valued using the lower
of first-in, first-out (FIFO) cost or market value, represent
approximately 48% of consolidated inventories at June
3 0 , 1996, and 38% at June 3 0 , 1995.
Had the FIFO method been used for all inventories,
net income would have been, in millions, $0.7 lower in
1996, $0.9 higher in 1995, and $1.2 higher in 1994. Ad
ditionally, inventories would have been, in millions, $19.5
and $21.1 higher at June 30, 1996 and 1995, respec
tively, if the FIFO method had been used. During 1996,
certain inventory quantity reductions caused a liquidation
of LIFO inventory values. This liquidation increased net
income by $1.5 million, or $0.07 per share.

Note 1 (In Part): Summary of Significant Accounting
Policies
Inventories
Inventories are stated at the lower of cost (generally on
an average basis) or market.
Note 4. Inventories
December 31,
1995
1996

(Dollars in thousands)
Raw materials
Work in process
Finished goods

$211,124
24,644
133,310

$233,759
27,739
153,049

$369,078

$414,547

Inventory components at June 30 are as follows:
1996

1995

Finished products
Work-in-process
Raw materials

$24,636
14,743
50,110

$23,938
12,681
39,527

Total inventory

$89,489

$76,146

(Amounts in thousands)

INTERNATIONAL FLAVORS & FRAGRANCES INC.
(DEC)

Current Assets:
Cash and equivalents
Short-term investments
Receivables:
Trade
Allowance for doubtful accounts
Other
Inventories
Prepaid and deferred charges
Total Current Assets

(In millions)
Current assets:
Cash and cash equivalents
Accounts and notes receivable
(less allowances of $24.3 and $22.1)
Inventories
Other
Total current assets

Average Cost

(Dollars in thousands)

STONE CONTAINER CORPORATION (DEC)

1996

1995

$ 261,370
56,613

$ 251,430
45,503

253,484
(8,733)
24,557
369,078
49,987

253,913
(8,602)
28,881
414,547
50,305

1,006,356

1,035,977

1996

1995

$ 112.6

$ 40.3

572.8
741.6
134.2

743.0
733.3
166.3

1,561.2

1,682.9

NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS
1 (In Part): Summary of Significant Accounting Policies
Inventories:
Inventories are stated at the lower of cost or market. The
primary methods used to determine inventory costs are
the last-in-first-out (“LIFO”) method and the average cost
method.
6. Inventories
Inventories are summarized as follows:
(In millions)

December 31,

Raw materials and supplies
Paperstock
Work in process
Finished products
Excess of current cost over
LIFO inventory value
Total inventories

1996

1995

$255.3
378.1
19.5
105.1

$287.5
358.8
23.1
123.1

758.0

792.5

(16.4)

(59.2)

$741.6

$733.3

Inventories costed by the LIFO, FIFO and average cost
methods represented approximately 39 percent, 7 per
cent and 54 percent, respectively, of total inventories at
December 31, 1996 and approximately 42 percent, 8
percent and 50 percent, respectively, of total inventories
at December 3 1 , 1995.

Inventories

Specific Cost

SUMMARY OF SIGNIFICANTACCOUNTING POLICIES
B — Inventories

UNIVERSAL CORPORATION (JUN)
(In thousands of dollars)

1996

Current Assets
Cash and cash equivalents
$214,782
Accounts and notes receivable
384,278
Accounts receivable - unconsolidated
affiliates
17,843
Inventories - at lower of cost or market:
Tobacco
490,557
Lumber and building products
106,916,
Agri-products
71,145
Other
15,373
Prepaid income taxes
5,867
Deferred income taxes
5,984
Other current assets
16,215
Total current assets
1,328,960

1995
$158,093
392,797
13,230
458,964
122,613
72,908
11,988
8,371
5,625
17,764
1,262,353

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 1 (In Part): Summary of Significant Accounting
Policies
Inventories
Inventories of tobacco and agri-products are valued at
the lower of specific cost or market. In determining lower
of cost or market for agri-products, an entire position,
i.e., tea, including forward purchase and sales contracts,
is considered. Net unrealized losses by position are
charged to income. However, no recognition is given to
net unrealized gains. All other inventories are valued
principally at lower of average cost or market.

Precious Metals
HANDY & HARMAN (DEC)
1996
Current assets;
Cash
$ 9,701,000
Accounts receivable, less
allowance for doubtful accounts
of $1,686,000 in 1996 and
$3,021,000 in 1995
51,572,000
Futures receivable
Inventories
70,357,000
Prepaid expenses, deposits and
other current assets
7,044,000
Total current assets
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138,674,000

1995
$ 6,637,000

61,036,000
7,681,000
84,422,000
3,325,000
163,101,000

Precious metals inventories are valued at cost as com
puted under the last-in, first-out (LIFO) method, which is
lower than market. Non-precious metals inventories are
stated at the lower of cost (principally average) or mar
ket. For precious metals inventories no segregation
among raw materials, work in process and finished
goods is practicable.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 2: Inventories and Fee Consignment Facilities
The components of inventories at December 31, 1996
and 1995 are as follows:

Precious Metals:
Fine and Fabricated metals in
various stages of completion
Non-Precious Metals:
Base metals, factory supplies
and raw materials
Work in process
Finished goods

1996

1995

$26,569,000

$34,230,000

20,993,000
15,192,000
7,803,000

21,797,000
19,384,000
9,011,000

$70,357,000

$84,422,000

Other inventory information at December 31,1996 and 1995:
1996

1995

Precious metals stated at
LIFO cost

$24,763,000

$ 28,870,000

LIFO inventory-excess of year-end
market value over LIFO cost

$97,996,000

$141,458,000

Dec. 31 market value per ounce;
Silver
Gold

$
$

$
$

4.73
369.00

5.11
386.95

Consigned precious metal ounces due to/(from) custom
ers and suppliers:
1996
1995
Silver ounces
Net open account
4,375,000
500,000
Leased/Futures
13,742,000
9,419,000
Total

9,919,000

18,117,000

Gold ounces
Net open account
Leased/Futures

14,600
5,700

21,000
101,000

Total

20,300

122,000

In 1994 the Company was provided a Gold and Silver
Fee Consignment Facility amounting to $250,750,000 of
which $111,750,000 remains after exiting the karat gold
business in 1995 and refining business in 1996. The Fee
Consignment Facility of $83,812,500 is for a three-year
period and the short term Fee Consignment Facility of

Section 2: Balance Sheet
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$27,937,500 is for 364 days. As of December 31, 1996,
14,209,000 ounces of silver and 5,300 ounces of gold
were leased to the Company and are included in leased
amounts above. The fee rates at December 31, 1996 for
gold and silver were 2.2% and 9.2%, respectively.
Included in continuing operations for 1996 are profits
before taxes of $33,630,000 resulting from reduction in
the quantities of precious metal inventories valued under
the LIFO method. The effect on continuing operations
amounted to $19,260,000 or $1.40 per share in 1996.

PREPAID EXPENSES
Table 2-10 summarizes the prepaid expense captions
appearing in the current asset section of the survey com
panies’ balance sheets. Rarely is the nature of a prepaid
expense caption disclosed. Examples of companies dis
closing the nature of a prepaid expense caption follow.

TABLE 2-10: PREPAID EXPENSES
Number of Companies
1996 1995 1994 1993

Consigned Merchandise
ACR GROUP, INC. (FEB)
1996
Current assets:
$ 348,162
Cash
Accounts receivable, net of
allowance for doubtful accounts
of $459,501 in 1996 and $415,455
7,188,839
in 1995
Inventory
9,934,637
151,027
Prepaid expenses and other
136,000
Deferred income taxes
Total current assets

17,758,665

1995
$ 162,745

4,720,279
8,353,511
366,888
136,000
13,739,423

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
1 (In Part): Description of Business and Summary of
Significant Accounting Policies
Description of Business
ACR Group, Inc.’s (the “Company”) principal business is
the wholesale distribution of heating, ventilating, air con
ditioning and refrigeration (“HVACR”) equipment, parts
and supplies in central and south Texas; Georgia: Las
Vegas, Nevada; and Memphis, Tennessee.
Inventories
Inventories are valued at the lower of cost or market us
ing the average cost method. Substantially all inventories
represent finished goods held for sale. The Company
has an arrangement with an HVACR equipment manu
facturer and a field warehouse agent whereby HVACR
equipment is held for sale in bonded warehouses located
at the premises of the Company’s operations in Georgia,
Las Vegas, and Memphis, with payment due only when
products are sold. Such inventory is accounted for as
consigned merchandise and is not recorded on the Com
pany’s balance sheet. As of February 29, 1996, the cost
of such inventory held in the bonded warehouses was
$10,881,771.

Prepaid expenses....................
Prepaid expenses and other
current assets......................
Prepaid expenses and deferred
taxes....................................
Prepaid expenses and advances..
Prepaid expenses and other
receivables...........................
Advertising costs......................
Employee benefits....................
Other captions indicating
prepaid expenses...................
N/C - Not Compiled.

.. 140

146

163

168

.. 166

161

157

147

11
9

9
6

8
5

11
6

..

3
12
6

3
N/C
4

4
N/C
4

7
N/C
6

..

21

28

20

19

..

THE READER’S DIGEST ASSOCIATION, INC. (JUN)
In millions
Current Assets:
Cash and cash equivalents
Short-term investments
Receivables, net
Inventories
Prepaid expenses and other
current assets
Total current assets

1996

1995

$ 258.1
18.9
412.4
204.4

$ 214.6
93.0
396.4
186.6

310.3

218.5

1,204.1

1,111.1

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Dollars in millions
One (In Part): Summary of Significant Accounting
Policies
Promotion Costs
Costs of direct response advertising are matched with
the expected revenue stream, generally one to 12
months. Direct response advertising consists primarily of
promotion costs incurred in connection with the procure
ment of magazine subscriptions and the sale of books
and other products.

Other Current Asset Captions

Promotion costs of $972.5, $945.8 and $882.5 were
incurred for the years ended June 30, 1996, 1995 and
1994, respectively. Prepaid promotion costs, included in
prepaid expenses and other current assets, amounted to
$54.2 and $40.8 at June 30, 1996 and 1995, respec
tively. Deferred promotion costs, included in other noncurrent assets, amounted to $98.9 and $114.0 at June
3 0 , 1996 and 1995, respectively.
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OTHER CURRENT ASSET CAPTIONS
Table 2-11 summarizes the nature of accounts (other
than cash, marketable securities, inventories, and pre
paid expense) appearing in the current asset section of
the balance sheets of the survey companies. Examples
of such other current asset captions follow.

UST INC. (DEC)
(In thousands)
Current assets
Cash and cash equivalents
Accounts receivable
Inventories
Prepaid expenses and other
current assets
Total Current assets

1996

1995

$ 54,452
77,855
271,425

$ 69,403
69,598
256,101

40,446

30,453

444,178

425,555

TABLE 2-11: OTHER CURRENT ASSET CAPTIONS
Number of Companies
1996 1995 1994 1993
Nature of Asset

Deferred income taxes.................
Property held for sale...................
Unbilled costs...........................
Advances or deposits...................
Other—identified........................

378
37
16
6
30

365
32
19
7
33

363
36
28
9
29

317
36
20
10
33

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Advertising Costs
The Company expenses the production costs of adver
tising in the period in which the costs are incurred. Ad
vertising expenses were $66 million in 1996, $65 million
in 1995 and $53.7 million in 1994. At December 3 1 , 1996
and 1995, $6.1 million and $7.8 million, respectively, of
advertising related costs were included in prepaid ex
penses and other current assets.
YORK INTERNATIONAL CORPORATION (DEC)
(In thousands)

1996

1995

Current assets:
Cash and cash equivalents
Receivables
Inventories
Prepayments and other
current assets

$ 11,470
563,099
609,342
107,344

98,133

Total current assets

1,291,255

1,179,511

$

8,838
554,557
517,983

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 5—Prepayments and Other Current Assets
The components of prepayments and other current as
sets are summarized below:
(In thousands)

1996

1995

Deferred income tax assets
Prepaid insurance
Other

$ 69,977
17,069
20,298

$65,264
14,661
18,208

Total prepayments and other
current assets

$107,344

$98,133

Deferred Taxes
BARNES GROUP INC. (DEC)
(Dollars in thousands)
Current assets:
Cash and cash equivalents
Accounts receivable, less allowances
(1996-$3,158; 1995-$3,635)
Inventories
Deferred income taxes
Prepaid expenses
Total current assets

1996

1995

$ 23,986

$17,868

88,060
64,942
9,772
3,538

86,086
56,749
8,344
3,769

190,298

172,816
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CURTISS-WRIGHT CORPORATION (DEC)

G (In Part): Income Taxes

(In thousands)

Deferred income tax assets and liabilities at December
31, consist of the tax effects of temporary differences re
lated to the following:

Current assets:
Cash and cash equivalents
Short-term investments
Receivables, net
Deferred tax assets
Inventories
Other current assets

Liabilities

Assets
1996
Allowance for doubtful
accounts
Depreciation and
amortization
Inventory valuation
Postretirement/
postemployment costs
Tax loss carryforwards
Other
Valuation allowance
Current deferred income
taxes
Noncurrent deferred
income taxes

1996

1995

$ 1,108 $ 1,296

$

1995

(3)

$ (10)

(7,083)
4,143

(6,460)
3,127

2,450
1,382

1,980
775

28,510
9,329
4,770

28,921
7,665
4,742

(467)

(435)

1,263

1,163

40,777
(7,430)

39,291
(6,639)

4,625
—

3,473

$33,347 $32,652

$4,625

$3,473

$ 9,772 $ 8,344

$1,379

$ 765

—

—

24,308

3,246

2,708

$4,625

$3,473

The components of the net deferred income tax balances
recognized in the balance sheet at December 31, follow:

Total deferred income tax assets
Total deferred income tax asset
valuation allowance
Total deferred income tax liabilities

$

6,317
55,674
37,708
8,769
46,987
2,378
157,833

$

8,865
69,898
36,277
7,149
29,111
2,325
153,625

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
7 (In Part): Income Taxes
The components of the Corporation’s deferred tax assets
and liabilities at December 31 are as follows:
1996

1995

$6,142

$6,453

3,737
2,661
1,181
1,212
3,941

3,801
2,195
1,162
1,094
3,370

Total deferred tax assets

18,874

18,075

Deferred tax liabilities:
Pension
Depreciation
Other

12,247
4,425
907

10,888
5,041
1,350

(In thousands)

—

$33,347 $32,652

23,575

Total current assets

1995

1996

Deferred tax assets:
Environmental clean-up
Postretirement/employment
benefits
Inventories
Legal matters
Net capital loss carryforwards
Other

1996

1995

$55,770

$53,307

Total deferred tax liabilities

17,579

(7,430)
(19,618)

(6,639)
(17,489)

Deferred tax asset valuation allowance

(1,212)

17,279
(1,094)

$(83)

$298

$28,722

$29,179

A portion of the deferred income tax assets can be real
ized through carrybacks and reversals of existing taxable
temporary differences with the remainder, net of the
valuation allowance, dependent on future income. Man
agement believes that sufficient income will be earned in
the future to realize the remaining net deferred income
tax assets. The tax loss carryforwards have remaining
carryforward periods ranging from five years to unlimited.
The company has not recognized deferred income
taxes on $78,733 of undistributed earnings of its interna
tional subsidiaries since such earnings are considered to
be reinvested indefinitely. If the earnings were distributed
in the form of dividends, the company would be subject
to both U.S. income taxes and foreign withholding taxes.
Determination of the amount of this unrecognized de
ferred income tax liability is not practicable.

Net deferred tax liabilities/(assets)

Deferred tax assets and liabilities are reflected on the
Corporation’s consolidated balance sheets at December
31 as follows:
1996

1995

Current deferred tax assets
Non-current deferred tax liabilities

$(8,769)
8,686

$(7,149)
7,447

Net deferred tax liabilities/(assets)

$

$ 298

(In thousands)

(83)

Income tax payments of $8,553,000 were made in 1996,
$8,114,000 in 1995, and $7,586,000 in 1994.

Other Current Asset Captions

FIRST BRANDS CORPORATION (JUN)
(Dollars in thousands)

$

Total current assets
•

•

TANDY CORPORATION (DEC)

1996

Assets
Current assets:
Cash and cash equivalents
Accounts and notes receivable
(net of allowances fo r doubtful
accounts and discounts of $6 ,036
and $6,154)
Inventories
Deferred tax assets (Note 11)
Prepaid expenses

•

Liabilities and S tockholders’ Equity:
Total current liabilities
Long-term debt
Deferred tax liabilities (Note 11)

1995

8,326

$

5,225

125,126
146,002
20,155
4,662

121,763
156,245
34,038
3,561

304,271

320,832

•

•

179,293
199,355
66,300

•

248,288
166,279
54,524

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
11 (In P art): Incom e Taxes
T h e t a x e f f e c ts o f t e m p o r a r y d iff e r e n c e s t h a t g iv e ris e to
s ig n if ic a n t p o r tio n s o f t h e d e f e r r e d t a x a s s e t s a n d d e 
fe r r e d t a x lia b ilitie s a t J u n e 3 0 , 1 9 9 6 a n d 1 9 9 5 a r e p r e 
s e n te d b e lo w :

(In thousands)
Deferred tax assets:
Intangible asset, not amortized
fo r tax purposes
Accounts receivable allowances
Pension liability
Difference between book and
tax basis of inventories
Deferred gain on sale of assets
Accrued liabilities, not deductible
until paid
Total deferred tax assets

1996

$

6,587
3,743
3,344
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1995

$

5,931
2,291
4,455

3,749
420

4,412
1,047

12,663

27,335

(In millions)

Current assets:
Cash and cash equivalents
$ 121.5
Accounts and notes receivable,
less allowance fo r doubtful accounts
227.2
Inventories, at low er o f cost o r market
1,420.5
Other current assets
170.6
Total current assets

30,506

45,471

(68,916)
(4,052)
(3,683)

(57,060)
(4,682)
(4,215)

Total deferred tax liabilities

(76,651)

(65,957)

Net deferred tax (liabilities)

$(46,145)

$(20,486)

M a n a g e m e n t o f t h e C o m p a n y h a s d e te r m in e d , b a s e d o n
th e C o m p a n y ’s h is to r y o f o p e r a tin g e a r n in g s a n d its e x 
p e c te d in c o m e , t h a t o p e r a tin g in c o m e w ill m o r e lik e ly
t h a n n o t b e s u f f ic ie n t t o f u lly u tiliz e t h e s e d e f e r r e d ta x a s 
s e t s a s t h e y m a tu r e .

1,939.8

1995

$

143.5
320.6
1,512.0
72.2
2,048.3

NOTES TO FINANCIAL STATEM ENTS
N ote 15 (In P art): Incom e Taxes
D e fe r r e d ta x a s s e t s a n d lia b ilitie s a s o f D e c e m b e r 3 1 ,
1 9 9 6 a n d D e c e m b e r 3 1 , 1 9 9 5 w e r e c o m p r is e d o f th e f o l
lo w in g :
December 31,
(In millions)
1996
1995
Deferred Tax Assets
Bad debt allowance
Intercom pany p ro fit elim ination
Deferred service contract income
Restructuring
Inventory im pairm ent
Long-lived asset im pairm ent
Insurance
Depreciation and am ortization
Rental agreements
Foreign tax credits
Other
Valuation allowance
Total deferred tax assets
Deferred Tax Liabilities
Inventory adjustm ents, net
Deferred taxes on foreign operations
Other
Total deferred tax liabilities

Deferred tax liabilities
Plant and equipm ent, principally due
to differences in depreciation
Purchase accounting and other, net
Foreign subsidiaries

1996

Net Deferred Tax Assets
The Net Deferred Tax Asset is classified
as follow s:
Other current assets (liabilities)
Other assets
Net Deferred Tax Asset

$

3.6
4.0
4.3
51.9
32.0
30.4
17.6
7.2
5.2

$

2.4

6.1
3.8
5.2
—
—

13.7

2.0
—

4.4

—

16.3
—

(4.4)

172.5

33.2

5.0

4.3
4.2
2.7

—

2.8
—

11.2

7.8
$164.7

$99.2
65.5
$164.7

$

22.0

$(16.3)
38.3
$

22.0

T h e C o m p a n y g e n e r a te d a p r e - ta x b o o k lo s s o f $ 1 4 5 .6
m illio n in 1 9 9 6 . M a n y o f t h e r e s tr u c tu r in g c h a r g e s in 
c lu d e d in t h e 1 9 9 6 p r e - ta x lo s s w ill n o t b e d e d u c tib le fo r
f e d e r a l in c o m e t a x p u r p o s e s u n til 1 9 9 7 . S in c e t h e C o m 
p a n y is e x p e c t e d t o g e n e r a te p r e - ta x in c o m e in 1 9 9 7 a n d
fu t u r e y e a r s , m a n a g e m e n t h a s c o n c lu d e d t h a t t h e C o m 
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pany should realize the full benefit of its U.S. deferred
tax assets related to future deductible items. If for some
reason the Company does not generate sufficient pre-tax
income in 1997 to fully offset restructuring charges rec
ognized in 1997 for tax purposes, such amount may also
be realized by carrying back the deductions to offset tax
able income generated in 1995 and 1994. Accordingly, a
valuation allowance is not required for the $164.7 million
of deferred tax assets in excess of deferred tax liabilities.
TOSCO CORPORATION (DEC)
(Thousands of dollars)
Current assets:
Cash and cash equivalents
Marketable securities and deposits
Trade accounts receivable, less
allowance for uncollectibles of
$9,274 (1996) and $8,523 (1995)
Inventories
Prepaid expenses and other
current assets
Deferred income taxes
Total current assets

1996

1995

$94,418
35,238

$19,148
29,125

189,654
639,760

296,768
489,479

55,304
28,121

42,363
4,558

1,042,495

881,441

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 15 (In Part): Income Taxes
Temporary differences between financial and income tax
reporting, loss carryforwards, and tax credit carryfor
wards that give rise to deferred income tax assets and li
abilities as of December 31, 1996 and 1995 are as fol
lows;

(Thousands of Dollars)

1995

1996

Deductible temporary differences;
$(11,208)
Accounts receivable
Accrued expenses and other
(88,576)
current liabilities
(41,190)
Capital leases
(49,852)
Accrued environmental costs
Accrued postretirement benefit liability (5,739)
(74,917)
Noncurrent liabilities
(23,065)
Other
(10,737)
Deferred state income taxes(a)
(305,284)

$ (8,523)
(38,049)
(34,379)
(5,021)
(11,800)
(6,868)
(104,640)
(24,000)

Net operating loss carryforwards
Taxable temporary differences:
Inventories
Property, plant, and equipment
Deferred turnarounds
Intangible assets
(primarily tradenames)
Other

67,542
297,167
22,915

64,012
165,059
34,704

89,343
32,025

7,108

508,992

270,883

$203,708

$142,243

$ 71,298
(299)

$ 49,785
(17,197)

(29,555)

(13,575)

Net Federal deferred tax liability
Net state deferred tax liability

41,444
10,737

19,013
6,868

Total net deferred tax liability
Current portion (deferred tax asset)(d)

52,181
28,121

25,881
4,558

$ 80,302

$ 30,439

Net temporary differences and
NOL carryforwards
Federal income taxes at 35%
Investment tax credit carryforwards(b)
Alternative minimum tax credit
carryforward(c)

Noncurrent portion
(deferred tax liability)

(a) Deferred state income tax liabilities are provided for temporary
differences, primarily differences between the book and tax
bases of property, plant, and equipment.
(b) The investment tax credit carryforwards expire in 2008.
(c) The alternative minimum tax credit (AMT) carryforwards may
be carried forward indefinitely.
(d) The Company believes that it is more likely than not that the de
ferred tax assets will be realized based upon future reversals of
existing taxable temporary differences and the expected con
tinuation of profitable results of operations.
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Other Current Asset Captions

Property Held For Sale

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

ERLY INDUSTRIES INC. (MAR)
1996
Current assets:
Cash and cash equivalents
$3,819,000
Notes and accounts receivable,
less allowance for doubtful accounts
of $1,715,000 (1996) and
$1,831,000 (1995)
56,665,000
Inventories
78,004,000
Properties held for sale, net
13,535,000
Prepaid expenses and other
current assets
2,020,000
Total current assets
154,043,000

1995
$3,718,000

53,342,000
56,022,000

Note 3 (In Part): Dispositions and Restructure of
Operations
In December 1996, the company announced that it
would sell its Clark-Hurth Group to Dana Corporation.
The sale price approximates the net book value of the
assets. At December 31, 1996, the net assets subject to
sale totaled $265.7 million and have been classified as
current assets on the Consolidated Balance Sheet.
Clark-Hurth Components has been reported as part of
the Engineered Equipment Segment.
SPARTON CORPORATION (JUN)

1,382,000
114,554,000

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 5 — Properties Held for Sale
Properties held for sale primarily consists of 39 acres of
land in Houston, Texas held for sale by ARI. In fiscal
1996, ARI entered into an agreement to sell this property
and reduced the carrying value of the property to its ap
proximate net realizable value (after the accrual of cer
tain costs) by a non-recurring charge of $7.2 million in
the quarter ended December 31, 1995. The transaction
is expected to be consummated in calendar 1996 after
the completion of demolition of existing structures on the
property and updated environmental studies.

Current assets:
Cash
Income taxes recoverable
Accounts receivable:
Trade, less allowance of $175,000
($85,000 in 1995) for doubtful
accounts
U.S. and foreign governments
Inventories
Prepaid expenses
Current assets of discontinued
automotive operations (Note 7)
Total current assets

1996

1995

$ 718,363
2,300,000

$ 873,783
2,180,000

10,033,548
8,771,574
34,217,538
2,840,189

11,341,587
8,674,737
26,539,339
3,405,279

34,351,930

30,815,298

93,233,142

83,830,023

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
7. Discontinued Operations

INGERSOLL-RAND COMPANY (DEC)
In millions
Current assets:
Cash and cash equivalents
Marketable securities
Accounts and notes receivable,
less allowance for doubtful accounts
of $34.3 in 1996 and $38.3 in 1995
Inventories
Prepaid expenses
Assets held for sale
Deferred income taxes

1996

1995

$ 184.1
8.0

$ 137.3
9.3

1,066.2
775.1
74.1
265.7
162.4

1,109.9
912.6
58.0

2,535.6

2,345.6

—

In August 1996, the Company formalized its plan to offer
for sale its automotive operations. Accordingly, operating
results have been reclassified and reported in discontin
ued operations. The Company is in the process of nego
tiating the sale of these operations and expects that the
sale will be completed in fiscal 1997. Management does
not anticipate a loss on the sale and intends to use sale
proceeds to both reduce debt and provide working capi
tal for its expanding ECM business.
Operating results of discontinued automotive opera
tions are as follows:

118.5

1996
Revenues

1995

1994

$121,263,396 $115,015,984 $105,720,764

Income (loss) before
income taxes
$ (2,040,390) $ (2,855,873) $
Income taxes (credit)
(771,000)
(966,000)

304,478
99,000

Net income (loss)

205,478

$ (1,269,390) $ (1,889,873) $

Corporate office expenses and interest costs, historically
allocated and charged to the automotive operations,
were reversed and allocated back to continuing opera
tions as these expenses were not considered to be di
rectly attributable to discontinued operations. Expenses
allocated back to continuing operations totaled
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$2,209,129 in 1996, $1,701,649 in 1995 and $1,439,749
in 1994.
Interest on borrowings under the Company’s general
credit facilities was allocated to discontinued operations
based on the ratio of the net assets of discontinued auto
motive operations to the total net assets of the Company
plus existing debt under the Company’s general credit fa
cilities. Interest expense allocated to discontinued auto
motive operations totaled $1,092,023 in 1996, $707,047
in 1995 and $263,832 in 1994.
Assets and liabilities of discontinued automotive opera
tions are as follows at June 30:

Noncurrent assets:
Property, plant and equipment
at cost
Less accumulated
depreciation
Current liabilities:
Accounts payable
Salaries and wages
Accrued liabilities
Long-term obligations, net of
current maturities

$ 21,841
21,528,650
12,423,376
378,063

$

$34,351,930

$30,815,298

329,401
17,074,998
13,069,473
341,426

$37,308,326

$37,186,567

(24,260,923)

(21,673,797)

$13,047,403

$15,512,770

$ 9,836,617
751,529
1,412,709

$ 5,500,312
816,153
1,032,268

$12,000,855

$ 7,348,733

$

$

231,032

316,368

Unbilled Costs
STEWART & STEVENSON SERVICES, INC. (JAN)
(Dollars in thousands)________________ 1997_______ 1996
Current Assets
Cash and equivalents
Accounts and notes receivables, net
Recoverable costs and accrued
profits not yet billed
Inventories
Total Current Assets

$ 9,132
237,062

$ 6,325
196,548

326,952
400,982

317,855
360,718

974,128

Note 3: Contracts in Process
Amounts included in the financial statements which re
late to recoverable costs and accrued profits not yet
billed on contracts in process are classified as current
assets, billings on uncompleted contracts in excess of in
curred cost and accrued profits are classified as current
liabilities. Summarized below are the components of the
amounts:

1995

1996
Current assets:
Cash
Accounts receivable
Inventories
Prepaid expenses

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Dollars in thousands)

881,446

Costs incurred on uncompleted
contracts
Accrued profits
Less: Customer progress
payments

Fiscal 1996

Fiscal 1995

$1,008,332
30,140

$913,108
83,824

$1,038,472

996,932

(720,874)

(693,494)

$ 317,598

$303,438

Included in the statements of
financial position:
Recoverable costs and accrued
$ 326,952
profits not yet billed
Billings on uncompleted
(9,354)
contracts in excess of incurred costs
$ 317,598

$317,855
(14,417)
$303,438

Recoverable costs and accrued profits related to the
Tactical Vehicle System segment include direct costs of
manufacturing and engineering and allocable overhead
costs. Generally, overhead costs include general and ad
ministrative expenses allowable in accordance with the
United States Government contract cost principles and
are charged to cost of sales at the time revenue is recog
nized. General and administrative costs remaining in re
coverable costs and accrued profits not yet billed
amounted to $33,943 and $26,640 at January 31, 1997
and 1996, respectively. The Company’s total general and
administrative expenses incurred amounted to $116,533,
$103,999 and $86,292 in Fiscal 1996, 1995 and 1994,
respectively.
The United States Government has a security interest
in unbilled amounts associated with contracts that pro
vide for progress payments.
In accordance with industry practice, recoverable costs
and accrued profits not yet billed include amounts relat
ing to programs and contracts with long production cy
cles, a portion of which is not expected to be realized
within one year.
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Subscription Acquisition Costs

TABLE 2-12: LAND CAPTIONS

MEREDITH CORPORATION (JUN)

Land.........................................
Land and improvements..............
Land and buildings....................
Land combined with other
identified assets......................
No caption with term land............

(In thousands)
Current assets:
Cash and cash equivalents
Accounts receivable
Less allowances for doubtful
accounts and returns

1996

1995

$ 13,801
100,650

$ 11,825
115,362

(11,202)

(17,171)

Net receivables

89,448

98,191

Inventories
Supplies and prepayments
Film rental costs
Deferred income taxes
Subscription acquisition costs

31,185
8,104
10,321
8,930
48,887

46,781
23,774
4,423

210,676

250,598

Total current assets

1996

1995

1994

1993

373
126
42

370
134
41

372
126
38

373
127
36

Lines of business classification__

13
20
574
26

5
23
573
27

5
28
569
31

9
25
570
30

Total Companies.....................

600

600

600

600

TABLE 2-13: DEPRECIABLE ASSET CAPTIONS
1996

1995

1994

1993

244
225
68

254
212
74

259
209
69

261
209
61

Lines of business classification__

11
21
569
31

11
17
568
32

6
24
567
33

11
25
567
33

Total Companies.....................

600

600

600

600

—

65,604

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
1 (In Part): Organization and Summary of Accounting
Policies
g. Subscription acquisition costs
Subscription acquisition costs primarily represent maga
zine direct-mail agency commissions. These costs are
deferred and amortized over the related subscription
term, typically one or two years.

PROPERTY, PLANT, AND EQUIPMENT
Paragraph 5 of APB Opinion No. 12 states:
Because of the significant effects on financial posi
tion and results of operations of the depreciation
method or methods used, the following disclosures
should be made in the financial statements or in
notes thereto:
a.

Depreciation expense for the period,

b.

Balances of major classes of depreciable as
sets, by nature or function, at the balance sheet
date,

c.

Accumulated depreciation, either by major
classes of depreciable assets or in total, at the
balance sheet date, and

d.

A general description of the method or methods
used in computing depreciation with respect to
major classes of depreciable assets.

Tables 2-12 and 2-13 show the assets classified as
Property Plant, and Equipment by the survey companies.
Table 2-14 summarizes the descriptive captions used to
describe the accumulated allowance for depreciation.
Examples of Property, Plant, and Equipment disclo
sures follow.

Buildings

Buildings..................................
Buildings and improvement..........
Buildings and land or equipment...
Buildings combined with other
identified assets......................
No caption with term buildings__

Other Depreciable Asset Captions

Machinery and/or equipment........
Machinery and/or equipment
combined with other assets.......
Construction in progress..............
Leasehold improvements..............
Leased assets...........................
Automobiles, marine
equipment, etc.........................
Furniture and fixtures...................
Assets leased to others...............

Number of Companies

454

453

451

454

91
266
104
63

100
262
104
69

98
253
107
57

94
253
107
73

67
58
19

66
43
16

65
44
15

72
43
17

TABLE 2-14: ACCUMULATED DEPRECIATION
1996

1995

1994

1993

Accumulated depreciation............
Accumulated depreciation
and amortization......................
Accumulated depreciation.
amortization and depletion........
Accumulated depreciation and
depletion................................
Allowance for depreciation............
Allowance for depreciation and
amortization...........................
Other captions...........................

320

325

320

311

177

171

170

170

31

33

32

33

9
34

8
35

10
40

12
42

14
15

14
14

15
13

17
15

Total Companies.....................

600

600

600

600
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BORG-WARNER SECURITY CORPORATION (DEC)
(Millions of dollars)
Total current assets
Property, plant and equipment
Land and buildings
Machinery and equipment
Subscribers’ installations
Capital leases
Construction in progress

Less accumulated depreciation

1995

1996

$182.3

$167.1

47.6
72.8
336.5
18.8
2.7

46.9
5.8
374.6
14.3
1.0

478.4

442.6

240.5

239.5

Net property, plant and equipment

237.9

203.1

Net excess purchase price over
net assets acquired
Deferred tax asset, net
Net assets of discontinued operations
Other assets

250.2
52.8
36.8
78.5

237.2
46.8
12.6
94.0

418.3

390.6

$838.5

$760.8

Total other assets

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(dollars in thousands)
1 (In Part): Significant Accounting Policies
Property, Plant And Equipment
Property, plant and equipment are carried at cost and
are being depreciated principally on a straight-line basis
over the estimated useful lives of the assets which gen
erally range from 20 to 40 years for buildings and im
provements and from 3 to 12 years for machinery and
equipment. Depreciation expense was $7,120, $8,980,
and $6,442 in 1996, 1995, and 1994, respectively. Re
pair and maintenance costs are charged against income
while renewals and betterments are capitalized as addi
tions to the related assets. Retirements, sales and dis
posals of assets are recorded by removing the cost and
accumulated depreciation from the asset and accumu
lated depreciation accounts with any resulting gain or
loss reflected in income. At December 31, 1996, land
and buildings with a net book value of $22,932 were
pledged as collateral for mortgage loans of $25,982.
ELCOR CORPORATION (JUN)
($ in thousands)

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 1 (In Part): Summary of Significant Accounting
Policies
Property, Plant and Equipment and Depreciation
Property, plant and equipment is carried at cost less ac
cumulated depreciation. Expenditures for maintenance,
repairs and renewals of relatively minor items are gener
ally charged to expense as incurred. Renewals of signifi
cant items are capitalized. Depreciation is computed
generally on the straight-line method over the following
estimated useful lives;
Building and improvements
Machinery and equipment
Subscribers’ installations
Property under capital leases

15 to 50 years
3 to 12 years
8 to 15 years
3 to 7 years

1996

1995

$ 77,664
Total current assets
Property, Plant and Equipment, at Cost
Land
2,065
22,157
Buildings
Machinery and equipment
98,668
Construction in progress
40,163

$ 53,409

Less - Accumulated depreciation

163,053
(52,846)

129,109
(53,923)

Property, plant and equipment, net

110,207

75,186

2,942
1,315

7,175
1,363

$192,128

$137,133

Net Assets of Discontinued Operations
Other Assets

2,155
9,385
58,236
59,333

SUMMARY OF SIGNIFICANTACCOUNTING POLICIES
Property, Plant and Equipment

BROWN & SHARPE MANUFACTURING COMPANY
(DEC)
(Dollars in thousands)
Total current assets
Property, plant and equipment:
Land
Buildings and improvements
Machinery and equipment
Less-accumulated depreciation
Goodwill, net
Other assets

1996

1995

$224,217

$205,744

7,094
41,840
90,337

7,141
37,447
95,482

139,271
84,865

140,070
87,183

54,406
10,806
25,019

52,887
11,529
25,240

$314,448

$295,400

Property, plant and equipment are stated at cost. Major
renewals and improvements are capitalized, while main
tenance and repairs are expensed when incurred. De
preciation is computed over the estimated useful lives of
depreciable assets using the straight-line method.
Useful lives for property and equipment are as follows:
Buildings and improvements
Machinery and equipment
Computer equipment
Office furniture and equipment

10-40 years
5 - 20 years
3 - 6 years
5-12 years

The cost and accumulated depreciation for property,
plant and equipment sold, retired, or otherwise disposed
of are relieved from the accounts, and resulting gains or
losses are reflected in income. Preoperating and start-up
costs incurred in connection with the construction of ma
jor new manufacturing facilities are capitalized until such
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facilities become operational. These costs are then am
ortized over a five-year period. Capitalized preoperating
and start-up costs included in capital expenditures were
$4,772,000, $3,864,000 and $1,639,000 in fiscal years
1996, 1995, and 1994, respectively. Interest is capital
ized in connection with the construction of major facili
ties. The capitalized interest is recorded as part of the
asset to which it relates and is amortized over the as
set’s estimated useful life. In 1996 and 1995, respec
tively, $1,459,000 and $326,000 of interest cost was
capitalized. No interest was capitalized in 1994.
GENCORP INC. (NOV)
(Dollars in millions)
Total Current Assets
Investments and other assets
Property, plant and equipment, at cost
Land
Buildings and building equipment
Machinery and equipment
Construction in progress
Accumulated depreciation
Net property, plant and equipment
Total Assets

1996

1995

$ 452
465

$ 465
450

39
288
754
21

41
309
919
33

1,102
(689)

1,302
(759)

413

543

$1,330

$1,458

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note A (In Part): Summary of Significant Accounting
Policies
Property, Plant and Equipment—Refurbishment costs
are capitalized in the property accounts whereas ordi
nary maintenance and repair costs are expensed as in
curred. Depreciation for financial reporting is computed
principally by accelerated methods for the aerospace
and defense business segment and by the straight-line
method for the remainder of the Company.

JUNO LIGHTING, INC. (NOV)
(in thousands)

1996

1995

$120,441

$112,909

Property and equipment;
Land
Buildings and improvements
Tools and dies
Machinery and equipment
Computer equipment
Office furniture and equipment
Construction-in-process

8,719
21,694
5,911
5,422
1,480
1,990
12,200

8,719
20,971
4,866
4,584
1,158
1,620
2,185

Less accumulated depreciation

57,416
(14,611)

44,103
(11,727)

Net property and equipment

42,805

32,376

10,720

10,347

4,148
67

4,335
122

14,935

14,804

$178,181

$160,089

Total current assets

Other assets:
Marketable securities
Goodwill and other intangibles,
net of accumulated amortization of
$1,877,000 and $1,690,000
Miscellaneous
Total other assets
Total assets

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Summary of Significant Accounting Policies (In Part)
Property and Equipment. Property and equipment are
stated at cost. Depreciation is computed over estimated
useful lives using the straight-line method for financial re
porting purposes and accelerated methods for income
tax reporting. Depreciation expense in 1996 and 1995
amounted to approximately $2,887,000 and $2,527,000
respectively.
Useful lives for property and equipment are as follows:
Buildings and improvements
Tools and dies
Machinery and equipment
Computer equipment
Office furniture and equipment

20-40 years
3years
7years
5years
5 years

Section 2; Balance Sheet
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MERRIMAC INDUSTRIES, INC. (DEC)

THE LUBRIZOL CORPORATION (DEC)
(In Thousands of Dollars)
Total current assets
Property and equipment - at cost
Less accumulated depreciation
Property and equipment - net
Investments in nonconsolidated
companies
Other assets
Total Assets

1996

1995

$ 585,099
1,529,187
821,873

$ 639,694
1,477,764
784,798

707,314

692,966

29,821
79,881

100,655
58,705

$1,402,155

$1,492,020

Total current assets
Property, plant and equipment,
at cost
Less accumulated depreciation and
amortization

1995

$ 9,662,083

$11,689,497

12,668,930

12,085,514

9,326,688

8,957,870

3,342,242
47,000
30,440

3,127,644

$13,081,765

$15,188,512

Net property, plant and
equipment
Deferred tax assets
Other assets
Total Assets

NOTES TO FINANCIAL STATEMENTS
(In Thousands of Dollars Unless Otherwise
Indicated)

1996

371,371

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Note 2 (In Part): Accounting Policies

1 (In Part): Summary of significant accounting policies

Depreciation and Amortization-Accelerated depreciation
methods are used in computing depreciation on certain
machinery and equipment which comprise approximately
30% of the depreciable assets. The remaining assets are
depreciated using the straight-line method. The esti
mated useful lives are 10 to 40 years for buildings and
land improvements and range from 3 to 20 years for ma
chinery and equipment. Amortization of intangible and
other assets is on a straight-line method over periods
ranging from 5 to 25 years.

Depreciation: Depreciation is computed for financial
statement purposes on the straight-line method, while
accelerated methods are used, where applicable, for tax
purposes. The following estimated useful lives are used
for financial statement purposes:
Land improvements
10 years
Building
25 years
Machinery and equipment
3-10 years
Office equipment, furniture and fixtures_____ 5 -10 years

Note 6 (In Part): Other Balance Sheet Information
Property and Equipment:
Land and improvements
Buildings and improvements
Machinery and equipment
Construction in progress

1996

1995

$ 105,071
274,420
1,081,850
67,846

$ 101,457
264,580
1,002,678
109,049

$1,529,187

$1,477,764

Assets under construction are not depreciated until
placed into service. Fully depreciated assets in use at
December 28, 1996 and December 30, 1995 amounted
to $6,040,000 and $6,016,000, respectively.
3. Property, plant and equipment
Property, plant and equipment consists of the following:
1996

In late 1996, the company began a multi-year project to
implement a computer system to support its global Infor
mation processing and access needs. Direct internal and
external costs subsequent to the preliminary stage of this
project are being capitalized as property and equipment.
Capitalized costs will be amortized over the estimated
useful life beginning when each site installation or mod
ule is complete and ready for its intended use. Other
capitalized software, previously reported within Other As
sets (cost of $30.7 million and accumulated amortization
of $14.6 million at December 31, 1995), has been reclas
sified to conform with the current presentation.
Depreciation and amortization of property and equip
ment, including software, was $78.7 million in 1996,
$71.8 million in 1995 and $63.9 million in 1994.

Land and land improvements
Building
Machinery and equipment
Office equipment,
furniture and
fixtures

$

547,446
2,238,868
5,850,630

1995
$

547,446
2,245,928
5,654,608

4,031,986

3,637,532

$12,668,930

$12,085,514
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Equity Method

INVESTMENTS IN DEBT AND EQUITY
SECURITIES

CABOT CORPORATION (SEP)

APB Opinion No. 18 stipulates that the equity method
should be used to account for investments in corporate
joint ventures and certain other companies when an in
vestor has ‘‘the ability to exercise significant influence
over operating and financial policies of an investee even
though the investor holds 50% or less of the voting
stock.” Opinion No. 18 considers an investor to have the
ability to exercise significant influence when it owns 20%
or more of the voting stock of an investee. FASB inter
pretation No. 35, issued to clarify the criteria for applying
the equity method of accounting to 50% or less owned
companies, lists circumstances under which, despite
20% ownership, an investor may not be able to exercise
significant influence.
In addition to investments accounted for by the equity
method, many survey companies disclosed investments
in equity and debt securities subject to the requirements
of Statement of Financial Accounting Standards No. 115.
SFAS No. 115 requires that investments in equity securi
ties having a readily determinable fair value and all in
vestments in debt securities, except those classified as
held-to-maturity, be reported at fair value. Investments
classified as held-to-maturity are to be reported at amor
tized cost. SFAS No. 115 does not apply to investments
accounted for by the equity method.
Statement of Financial Accounting Standards No. 107
requires that the bases for estimating the fair value of in
vestments subject to the requirements of SFAS No. 115
be disclosed. 136 survey companies disclosed the bases
used to estimate the fair value of investments in equity
and debt securities classified as noncurrent assets. 11
companies stated that it was not practicable to estimate
the fair value of all or a portion of their investments; 44
companies stated that fair value approximated the carry
ing amount of the investments; 75 companies stated that
market quotes were used to estimate fair value; and 19
companies stated that discounted cash flows were used
to estimate fair value.
Table 2-15 lists the balance sheet carrying bases for
investments presented as noncurrent assets. Examples
of presentations and disclosures for such investments
follow.

TABLE 2-15: INVESTMENTS—CARRYING BASES
Number of Companies
1996 1995 1994 1993

Equity....................................... 260
Cost......................................... 80
Fair value.................................. 74
Lower of cost or market...............
2

253
101
67
4

252
86
53
9

242
85
10
27

Consolidated Balance Sheets
1996

1995

$ 709,783

$ 677,859

79,372
95,680

98,866
119,866

175,052

218,732

1,712,045

1,447,653

(809,053)

(741,132)

902,992

706,521

Other assets:
Intangible assets (net of accumulated
amortization of $6,157 and $3,396)
Deferred income taxes
Other assets

42,735
2,402
24,617

13,922
6,949
30,350

Total other assets

69,754

51,221

$1,857,581

$1,654,333

Dollars In thousands
Total current assets
Investments:
Equity (Note D)
Other
Total investments
Property, plant and equipment
Accumulated depreciation and
amortization
Net property, plant and equipment

Total assets

Consolidated Statements o f Income
Dollars in thousands

1996

1995

1994

Revenues:
Net sales and other
operating revenues
$1,856,269 $1,830,393 $1,679,819
6,742
10,492
Interest and dividend income 8,933
Total revenues

1,865,202

Costs and expenses:
Cost of sales
1,309,992
Selling and administrative
206,861
expenses
Research and technical
service
79,640
Interest expense
41,718
Gain on resolution of matters
from divested energy
_
businesses
Gain on sale of equity
(28,323)
securities (Note D)
Gain on sales of businesses (38,941)
14,421
Other charges, net

1,840,885

1,686,561

1,258,964

1,234,272

234,693

222,069

59,184
35,639

48,701
41,668

_
—

(10,210)
—

(32,625)
29,001

31,736

Total costs and expenses 1,585,368

1,584,856

1,568,236

279,834
Income before income taxes
Provision for income taxes
(98,216)
Equity in net income of
affiliated companies (Note D) 18,519
Minority interest
(6,080)

256,029
(101,080)

118,325
(44,963)

16,670
313

5,329
—

171,932

78,691

Net income

194,057

—
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
A (In Part): Significant Accounting Policies
Principles of Consolidation
The consolidated financial statements include the ac
counts of Cabot Corporation and majority-owned and
controlled domestic and foreign subsidiaries. Invest
ments in majority-owned affiliates where control does not
exist and investments in 20 percent to 50 percent-owned
affiliates are accounted for on the equity method. Inter
company transactions have been eliminated.
D. Investments
Investments in net assets of affiliated companies ac
counted for under the equity method amounted to
$79,372,000 and $98,866,000 at September 30, 1996
and 1995, respectively.
The combined results of operations and financial posi
tion of the Company’s equity-basis affiliates are summa
rized below:
Dollars in thousands

Years ended September 30
1996
1995

DRESSER INDUSTRIES, INC. (OCT)
Consolidated Balance Sheets
(In Millions)

1996

1995

$2,469.5

$2,201.2

182.5

201.9

870.6
184.0
181.2

845.2
188.9
143.1

Property, Plant and Equipment, at cost
Land and land im provem ents
Buildings
M achinery and equipm ent

98.4
473.5
2,264.8

98.9
429.7
2,044.3

Less accumulated depreciation

2,836.7
1,574.3

2,572.9
1,445.8

Total Current Assets
Investm ents in and receivables fro m
unconsolidated affiliates
G oodwill less accumulated
am ortization of $141.7 in 1996
and $115.5 in 1995
Deferred income taxes
Other assets

Total Properties, net
Total Assets

1,262.4

1,127.1

$5,150.2

$4,707.4

Condensed Income Statement Inform ation
Net sales
Gross margin
Net income

$586,951
221,060
39,685

$435,806
120,130
32,462

Condensed Balance Sheet Inform ation
Current assets
Non-current assets
Current liabilities
Non-current liabilities
Net worth

$282,945
432,738
255,344
315,564
144,775

$257,941
454,877
269,852
247,150
195,816

Consolidated Statements Of Earnings
(In Millions)
Sales
Service revenues
Share of earnings of
unconsolidated affiliates
Total revenues

1996

1995

1994

$4,184.5
2,348.7

$3,538.9
2,073.7

$3,562.3
1,745.0

28.3

16.1

23.4

6,561.5

5,628.7

5,330.7

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
On July 31, 1996, the Company sold 1.85 million shares
of its investment in K N Energy, Inc. The Company re
ceived cash proceeds of $57,646,000 and recorded a
gain of $28,323,000 related to the sale.
On October 1, 1995, the Company changed the
method of accounting for its Czech and Indian carbon
black affiliates from the equity method to the consoli
dated method upon achieving effective control.
After July 11, 1995, the condensed income statement
and balance sheet information of Aearo Corporation
(Note B) are included in the amounts above.
In accordance with SFAS No. 115, equity securities
with readily determinable fair values have been reflected
on the balance sheet at their fair values. Unrealized
gains of $29,874,0000 and $32,023,000, which are net
of deferred tax liabilities of $19,100,000 and
$18,807,000, have been reflected as a separate compo
nent of stockholders’ equity (Note 1) at September 30,
1996 and 1995, respectively.

Note A (In Part): Summary of Significant Accounting
Policies
Consolidation
All majority-owned subsidiaries are consolidated and all
material intercompany accounts and transactions are
eliminated. Investments in 20% to 50% owned partner
ships and affiliates are accounted for on the equity
method and investments in less than 20% owned affili
ates are accounted for on the cost method.
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Note C—Unconsolidated Affiliated Companies
The Company has several investments in less than ma
jority owned affiliates and the nature and extent of these
investments change over time. A summary of the impact
of these investments on the consolidated financial state
ments follows:
(In Millions)

1996

1995

1994

Share of earnings of
unconsolidated affiliates
Ingersoll-Dresser Pump
Company
$22.1
—
Bufete Industriale, S.A. de C.V.
6.2
Other affiliates

$13.2
(5.2)
8.1

$8.8
4.5
10.1

Dividends received
Advances received

$28.3
$8.2
$28.8

$16.1
$7.4
$15.6

$23.4
$13.1
$15.5

October 31,

1996

1995

the derivative was not significant and the fair value ap
proximated the carrying value. The counterparties to the
derivative are high quality institutions, and the Company
believes that they are not significant credit risks. Kellogg
has the right of first refusal should the purchasers want
to sell the shares.
HERCULES INCORPORATED (DEC)
Consolidated Balance Sheet

Investments in and receivables from
unconsolidated affiliates
Ingersoll-Dresser Pump
Company
$132.5
50.0
Other affiliates

$143.0
58.9

$182.5

$201.9

(Dollars in millions)
Total current assets
Property, plant, and equipment, net
Investments (Note 3)
Prepaid pension
Deferred charges and other assets
Total assets

1996

1995

$ 739
865
364
193
225

$ 867
1,000
344
175
107

$2,386

$2,493

Consolidated Statem ent O f Income

The Company’s share of earnings for Ingersoll-Dresser
Pump Company is before income taxes and includes ad
justments made by the Company for differences in the
timing of adoption of an accounting change and for ex
penses retained by the Company.
In connection with the Ingersoll-Dresser Pump Com
pany joint venture agreement and a subsequent amend
ment, the Company granted to Ingersoll-Rand Company
an option to purchase 51% of its book value, including
unamortized goodwill, at the exercise date. The option
price will be the amount at January 31, 1995 or at the
end of the month during which Ingersoll-Rand gives no
tice of its intention to exercise the option, whichever
amount is lower. The option will expire on April 30, 1997.
If the option to purchase is exercised by Ingersoll-Rand
Company, both Ingersoll-Rand and the Company have
agreed to contribute their respective Mono Group Limited
shares to the Ingersoll-Dresser Pump Company as a
contribution of capital to the partnership.
In the fourth quarter of 1995, The M.W. Kellogg Com
pany (a wholly-owned subsidiary) sold a portion of its in
terest in its Mexican affiliate, Bufete Industriale, S.A. de
C.V., and recognized a gain of $7.5 million. As a result of
the sale, Kellogg’s ownership interest fell below 20%.
Thereafter, Kellogg accounted for its investment on the
cost method rather than the equity method used before
the sale. Separately, Kellogg entered into a derivative
transaction with the purchasers of the Bufete shares.
The derivative agreement is based on the $20.4 million
price of the shares sold. On the settlement date of Octo
ber 30, 1998, the Company will receive or make a cash
payment equal to the increase or decrease, respectively,
in the value of the shares sold. The estimated effect of
the agreement will be accrued during the term of the
agreement. As of October 31, 1996, the carrying value of

1996

1995

1994

$2,060

$2,427

$2,821

1,320

1,591

1,924

262
56

367
59

374
65

(19)

47

39

441

363

419

Equity in income of affiliated
companies
Interest and debt expense
Other income (expense), net

53
35
26

41
28
129

Income before income taxes

485

505

26
28
(9)
408

(Dollars in millions)
Net Sales
Cost of sales
Selling, general, and
administrative expenses
Research and development
Other operating expenses
(income), net
Income from operations

SUMMARY OF SIGNIFICANTACCOUNTING POLICIES
Principles Of Consolidation
The consolidated financial statements include the ac
counts of Hercules Incorporated and all wholly owned
subsidiaries. Investments in affiliated companies with a
20% or greater ownership interest are accounted for on
an equity basis and, accordingly, consolidated income
includes Hercules’ share of their income.
NOTES TO FINANCIAL STATEMENTS
3. Investments
Total equity investments in affiliated companies were
$290 million at December 31, 1996, and $261 million at
December 31, 1995. Dividends received from affiliated
companies were $11 million in 1996, $9 million in 1995,
and $11 million in 1994.
Other investments, at cost or less, were $74 million
and $83 million at December 31, 1996 and 1995, respec-
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lively. Included in these amounts are noncurrent market
able securities aggregating $33 million and $40 million
for the corresponding years. The company’s investments
in equity and debt securities covered under the scope of
SFAS No. 115, “Accounting for Certain Investments in
Debt and Equity Securities,” are classified as “available
for sale.” The value of these investments, based on mar
ket quotes, approximates book values.
A summary of the results of operations and net assets
for all affiliated companies accounted for on the equity
method is as follows:
(Dollars In millions)
Result of Operations
Net sales
Income from operations
Net income
Net Assets
Current assets
Other assets
Total assets
Current liabilities
Other liabilities
Interest of others

1996

1995

$1,505
173
110

$1,222
141
85

485
809

554
720

1,294
(379)
(469)
(255)

1,274
(390)
(535)
(190)

SUPERVALU INC. (FEB)

(In thousands)

Less accumulated depreciation and
amortization
Owned property, plant and equipment
Assets under capital leases
Net Property, Plant And
Equipment
Investment In Shopko
Goodwill
Other Assets
Total Assets

(In thousands)

1996
1995
1994
Net Sales
$16,486,321 $16,563,772 $15,936,925
Costs And Expenses
Cost of sales
14,906,602 15,040,117 14,523,434
Selling and administrative
expenses
1,212,967 1,169,843 1,044,433
Restructuring and other
charges
—
244,000
—
Interest
Interest expense
140,150
135,383
120,292
Interest income
23,472
24,112
30,525
Interest expense, net
Total costs and expenses

116,678

111,271

89,767

16,236,247 16,565,231 15,657,634

Earnings (Loss) Before
Equity In Earnings Of
Shopko And Income
Taxes
Equity in earnings of ShopKo

250,074
17,618

(1,459)
17,384

279,291
14,789

Earnings Before Income
Taxes

267,692

15,925

294,080

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Consolidated Balance Sheets

Total Current Assets
Long-Term Notes Receivable
Long-Term Investment In Direct
Financing Leases
Property, Plant And Equipment
Land
Buildings
Property under construction
Leasehold improvements
Equipment
Assets under capital leases

Consolidated Statements Of Earnings

1996

1995

$1,553,709
36,731

$1,646,340
73,094

74,185

77,688

146,535
903,621
53,775
137,551
988,963
270,549

202,949
868,379
51,640
134,094
970,779
205,030

2,500,994

2,432,871

855,429
45,399

825,546
36,027

1,600,166

1,571,298

193,975
499,688
225,049

182,839
515,009
238,881

$4,183,503

$4,305,149

Investment In Shopko
The company’s ownership in ShopKo, a mass merchan
dise discount retailer, is 46 percent and is accounted for
under the equity method.
Summarized financial information of ShopKo is as fol
lows;
(In thousands)
Sales
Gross profit
Net earnings
(In thousands)
Current assets
Non-current assets
Current liabilities
Non-current liabilities

1996

1995

1994

$1,968,016 $1,852,929 $1,738,746
488,016
501,283
449,488
38,439
37,790
32,122
1996

1995

$476,191
641,769
260,795
435,534

$468,744
641,007
281,473
431,003
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Fair Value

CISCO SYSTEMS, INC. (JUL)

ATMEL CORPORATION (DEC)

(In thousands)

(Amounts in thousands)
Total current assets
Fixed assets, net
Long-term investments
Other assets
Total assets

1996

1995

$ 460,023
867,423
104,619
23,849

$366,062
472,285
71,590
9,684

$1,455,914

$919,621

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Amounts in thousands)
Note 3. Short- and Long-Term Investments
All marketable securities are deemed by management to
be available for sale and are reported at fair value with
net unrealized gains or losses reported within sharehold
ers’ equity. Realized gains and losses are recorded
based on the specific identification method. The carrying
amount of the Company’s investments is shown in the
table below;
1996
December 31,
Investments
U.S. Government
obligations
State and municipal
securities
Other

Cost

1995

Market
Value

Cost

Market
Value

$99,378 $98,750 $37,350 $37,099
55,669
3,740

55,317 105,264 104,542
3,717
4,433
4,403

158,787 157,784 147,047 146,044
Allowance for unrealized
losses

(1,003)

_

(1,003)

$157,784 $157,784 $146,044 $146,044
At December 31, 1996, scheduled maturities of invest
ments within one year were $53,165 and for one year to
five years were $104,619. At December 31, 1995,
scheduled maturities of investments within one year
were $74,454 and for one year to five years were
$71,590.

Total current assets
Investments
Restricted investments
Property and equipment, net
Other assets
Total assets

1996

1995

$2,159,640
832,114
228,644
331,315
78,519

$1,184,160
410,798
173,073
172,561
51,357

$3,630,232

$1,991,949

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(in thousands)
2 (In Part): Summary of Significant Accounting Policies
Investments. Investments consist of U.S., state, and mu
nicipal government obligations, foreign and corporate se
curities with maturities of more than one year. These in
vestments are carried at market value. Investments are
held in the Company’s name and custodied with two ma
jor financial institutions.
Restricted Investments. Restricted investments consist
of U.S. governmental obligations with maturities of gen
erally more than one year. These investments are car
ried at market value and are restricted as to withdrawal
(see note 7). Restricted investments are held in the
Company’s name and custodied with one major financial
institution.
Fair Value of Financial Instruments. Carrying amounts of
certain of the Company’s financial instruments including
cash and cash equivalents, accrued payroll, and other
accrued liabilities approximate fair value because of their
short maturities. The fair values of investments are deter
mined using quoted market prices for those securities or
similar financial instruments.
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5. Investments
At July 28, 1996 and July 30, 1995, substantially all of
the Company’s investments were classified as available
for sale. The difference between the cost and fair market
value of those securities, net of the tax effect, is shown
as a separate component of shareholders’ equity.
The following tables summarize the Company’s
securities;
Issue, July 28,1996
Amortized
Cost

Gross
Unrealized
Gains

Gross
Unrealized
Losses

Market
Value

99

(134)

62,731

357,049

(95,780)

292,169

$1,565,102

$358,830

$192

$(2,911)

$442,820

1,448

(5,860)

1,018,987

2,540

$(104,685) $1,819,247

U.S. government
notes and
bonds
$206,400
State, municipal,
and county
government
notes and
bonds
470,728
Foreign
government
notes and
bonds
38,841
Corporate notes
and
bonds
62,052
Corporate equity
securities
2,900
$780,921

Gross
Unrealized
Gains

Gross
Unrealized
Losses

Market
Value

$665

$(3,030)

$204,035

1,698

(5,011)

467,415

Amortized
Cost

Fair
Value

$ 730,387
277,722
495,466
30,627

$ 726,691
278,484
492,190
29,713

$1,534,202

$1,527,078

Gross realized gains and losses on the sale of securities
are calculated using the specific identification method
and were not material to the Company’s consolidated re
sults of operations.
During the year, the Company hedged its minority eq
uity position in a publicly traded company. The hedge
took the form of a cashless collar and was constructed
as a series of purchased put and sold call options, with
the cost of the purchased puts exactly offset by the pre
mium earned on the sold calls. The total face value of
the puts and calls at July 28, 1996 was $220,452 and
$276,514, respectively. The collar expires over a period
of two years commencing October 1996. Unrealized
gains or losses for the stock and associated hedge are
reflected in a separate component of shareholders’ eq
uity. Any realized gains or losses on the combined posi
tion will be reflected in income in the period in which the
stock is sold or the hedge is terminated.
THE READER’S DIGEST ASSOCIATION, INC. (JUN)
1996

1995

Total current assets
Marketable securities
Other long-term investments
Property, plant and equipment, net
Intangible assets, net
Other noncurrent assets

$1,204.1
97.2
39.8
261.5
58.4
243.1

$1,111.1
224.5
43.1
256.6
77.6
245.8

Total assets

$1,904.1

$1,958.7

In millions

Issue, July 30,1995
Amortized
Cost

Less than one year
Due in 1-2 years
Due in 2-5 years
Due after 5 years
Total

U.S. government
notes and
bonds
$445,539
State, municipal,
and county
government
notes and
bonds
1,023,399
Foreign
government
notes and
bonds
2,498
Corporate notes
and
bonds
62,766
Corporate equity
securities
30,900

42

The following table summarizes debt maturities
(including restricted investments) at July 2 8 , 1996:

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Dollars in millions
One (In Part): Summary of Significant Accounting
Policies

39,274

433
77

(243)

61,886

$(8,284)

$863,625

91,015

88,115
$90,988

Short-Term Investments and Marketable Securities
Short-term investments and marketable securities are
composed primarily of government and corporate fixed
income securities. These securities are classified as
available-for-sale and carried at fair value, based on
quoted market prices. The net unrealized gains or losses
on these investments are reported as a separate compo
nent of stockholders’ equity, net of tax. While it is the
company’s intent to hold such securities until maturity,
management will occasionally sell particular securities
for cash flow purposes. The specific identification
method is used to compute the realized gains and losses
on debt and equity securities.
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Five (In Part): Financial Instruments
Marketable Debt and Equity Securities
Unrealized Unrealized
1996
Cost
Gains
Losses
Debt securities
maturing within:
1 year
1 to 3 years

1995
Debt securities
maturing within:
1 year
1 to 10 years
Equity securities

Fair
Value

$ 18.9
99.4

$-

$ —
(2.2)

$ 18.9
97.2

$118.3

$-

$(2.2)

$116.1

Unrealized Unrealized
Cost
Gains Losses

Fair
Value

$ 92.7
213.8
2.9

$ 0.3
0.5
11.9

$ —
(4.6)
—

$ 93.0
209.7
14.8

$309.4

$12.7

$(4.6)

$317.5

Short-term investments for which quoted market prices
were not available are carried at cost, which approxi
mates fair market value due to the short maturities of
these investments. The fair value of all other investments
is based upon quoted market prices.
Proceeds from sales and maturities were $393.1,
$405.8 and $275.4 for the years ended June 30, 1996,
1995 and 1994 including realized gains of $6.0, $8.7 and
$27.4, respectively.
THERMO ELECTRON CORPORATION (DEC)
(In thousands)
Property, Plant, and
Equipment, at Cost, Net
Long-term Available-for-sale
Investments, at Quoted
Market Value (amortized cost
of $58,500 and $60,780; Note 2)
Long-term Held-to-Maturity
Investments (quoted market value
of $26,083 and $24,942; Note 2)
Other Assets
Cost in Excess of Net Assets of
Acquired Companies

1996

1995

$704,447

$715,588

68,807

61,845

25,594
127,632

23,819
101,138

1,082,935

827,357

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
2. Available-for-sale and Held-to-maturlty Investments
Effective January 2, 1994, the Company adopted SFAS
No. 115, “Accounting for Certain Investments in Debt
and Equity Securities.” In accordance with SFAS No.
115, certain of the Company’s debt and marketable eq
uity securities are considered available-for-sale invest
ments in the accompanying balance sheet and are car
ried at market value, with the difference between cost
and market value, net of related tax effects, recorded

currently as a component of shareholders’ investment ti
tled “Net unrealized gain (loss) on available-for-sale in
vestments.” Effect of change in accounting principle in
the accompanying 1994 statement of shareholders’ in
vestment represents the unrealized gain, net of related
tax effects, pertaining to available-for-sale investments
held by the Company on January 2, 1994.
The aggregate market value, cost basis, and gross un
realized gains and losses of short- and long-term avail
able-for-sale investments by major security type are as
follows:
Market
Value

Cost
Basis

1996
Government
agency
securities $ 804,852
Corporate
581,804
bonds
114,032
Other

$ 804,142

(In thousands)

1995
Government
agency
securities
Corporate
bonds
Tax-exempt
securities
Other

Gross
Gross
Unrealized Unrealized
Losses
Gains

$

761

$ (51)

581,424
101,498

482
12,855

(102)
(321)

$1,500,688

$1,487,064

$14,098

$(474)

$367,208

$366,659

$ 574

$ (25)

194,628

192,422

2,223

(17)

16,275
77,536

16,247
73,923

28
3,885

(272)

$655,647

$649,251

$6,710

$(314)

Short- and long-term available-for-sale investments in
the accompanying 1996 balance sheet include equity se
curities of $34.4 million, debt securities of $1,212.3 mil
lion with contractual maturities of one year or less, debt
securities of $252.4 million with contractual maturities of
more than one year through five years, and debt securi
ties of $1.6 million with contractual maturities of more
than five years. Actual maturities may differ from contrac
tual maturities as a result of the Company’s intent to sell
these securities prior to maturity and as a result of put
and call options that enable either the Company, the is
suer, or both to redeem these securities at an earlier
date.
The cost of available-for-sale investments that were
sold was based on specific identification in determining
realized gains and losses recorded in the accompanying
statement of income. The net gain on sale of invest
ments resulted from gross realized gains of $11.2 million,
$9.8 million, and $6.7 million and gross realized losses
of $1.4 million, $0.5 million, and $1.8 million in 1996,
1995, and 1994, respectively, relating to the sale of
available-for-sale investments.
Held-to-maturity investments in the accompanying bal
ance sheet represents investments in U.S. treasury
bonds that mature in February and May 1998. It is the
Company’s intent to hold these securities to maturity.
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A summary of securities classified as available for sale
at December 3 1 , 1996 is set forth below:

VIAD CORP (DEC)
(000 omitted)
Total current assets
Investments restricted for payment
service obligations
Property and equipment
Other investments and assets
Investments in discontinued
operations
Deferred income taxes
Intangibles

1996

1995

$1,023,801

$1,103,676

1,144,279
473,039
125,705

880,035
447,553
103,508

97,958
47,904
540,626

625,737
36,707
519,332

$3,453,312

$3,716,548

F. Investments in Debt and Equity Securities
Effective January 1, 1994, Viad adopted SFAS No. 115,
“Accounting for Certain Investments in Debt and Equity
Securities.” SFAS No. 115 requires the classification of
securities into one of three categories at acquisition:
available for sale, held to maturity, or trading. Viad has
no securities classified in the trading category. Securities
are included in the Consolidated Balance Sheet under
the caption, “Investments restricted for payment service
obligations” except for those securities expected to be
sold or maturing within one year which are included un
der the caption, “Funds, agents’ receivables and current
maturities of investments restricted for payment service
obligations.”
Although Viad’s investment portfolio exposes Viad to
certain credit risks, Viad believes the high quality of its
investments (all of the investments at December 31,
1996 have ratings of A- or higher or are collateralized by
federal agency securities) reduces this risk substantially.
Viad regularly monitors credit and market risk exposures
and takes steps to mitigate the likelihood of these expo
sures resulting in actual loss.
Securities Classified as Available for Sale. Securities
that are being held for indefinite periods of time, includ
ing those securities which may be sold in response to
needs for liquidity or changes in interest rates, are classi
fied as securities available for sale and are carried at fair
value, with the net unrealized holding gain or loss, after
tax, reported as a separate component of common stock
and other equity, with no effect on current results of op
erations. The net unrealized gain of $205,000 and
$1,456,000 (net of deferred tax liability of $130,000 and
$851,000) at December 3 1 , 1996 and 1995, respectively,
are included in the Consolidated Balance Sheet as a
separate component of common stock and other equity
under the caption, “Unrealized gain on securities classi
fied as available for sale.” The decrease In the unreal
ized gain during 1996 was due principally to increases in
market interest rates, while the net change during 1995
(from an unrealized loss to an unrealized gain) was due
principally to decreases in market interest rates.

Amortized
(000 omitted)
Cost
U.S. Government
agencies
$ 9,717
Obligations of
states and
political
subdivisions 493,829
Corporate debt
securities
48,833
Mortgage-backed
and other
asset-backed
securities
145,904
Preferred stock 50,359
Securities
classified as
available for
sale
$748,642

Gross
Unrealized
Gains

Gross
Unrealized
Losses

Fair
Value

-

$ 294

$ 9,423

4,233

2,372

495,690

2

891

47,944

183
937

1,226
237

144,861
51,059

$5,355

$5,020

$748,977

$

A summary of securities classified as available for sale
at December 31, 1995 is set forth below:
Amortized
(000 omitted)
Cost
U.S. Government
agencies
$49,852
Obligations of
states and
political
subdivisions 424,860
Corporate debt
securities
101,313
Mortgage-backed
and other
asset-backed
securities
92,478
Debt securities
issued by
foreign
governments 10,261
Preferred stock 22,379
Securities
classified as
available for
sale
$701,143

Gross
Unrealized
Gains

Gross
Unrealized
Losses
64

$ 50,154

5,681

1,049

429,492

1,116

695

101,734

427

3,180

89,725

43

61
277

10,200
22,145

$7,633

$5,326

$703,450

$ 366

$

Fair
Value
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Scheduled maturities of securities classified as available
for sale at December 3 1 , 1996 were as follows:
Fair
Value

Amortized
Cost

(000 omitted)
Due in:
1997
1998-2001
2002-2006
2007 and later
Mortgage-backed and other
asset-backed securities
Preferred stock

$
—
100,060
197,447
254,872

$

—
99,091
198,771
255,195

145,904
50,359

144,861
51,059

$748,642

$748,977

Actual maturities may differ from scheduled maturities
because the borrowers have the right to call or prepay
certain obligations, sometimes without penalties. Maturi
ties of mortgage-backed and other asset-backed securi
ties depend on the repayment characteristics and experi
ence of the underlying obligations.
Gross gains of $3,039,000 and $5,150,000 were real
ized during 1996 and 1995, respectively. Gross losses of
$1,130,000 and $11,000 were realized during 1996 and
1995, respectively. Gross gains and losses are based on
the specific identification method of determining cost.
Securities Classified as Held to Maturity. Securities clas
sified as held to maturity, which consist of securities that
management has the ability and intent to hold to matur
ity, are carried at amortized cost, and are summarized as
follows at December 3 1 , 1996:
Amortized
(000 omitted)
Cost
U.S. Government
agencies
$59,707
Obligations of
states and
political
subdivisions 206,164
Corporate debt
securities
66,491
Mortgage-backed
and other
asset-backed
securities
70,515
Other securities
3,044
Securities
classified as
held to
maturity
$405,921

Gross
Unrealized
Gains

Gross
Unrealized
Losses

Fair
Value

3

$2,029

$ 57,681

1,917

1,154

206,927

1,246

65,245

242

310
66

70,447
2,978

$2,162

$4,805

$403,278

$

A summary of securities classified as held to maturity at
December 3 1 , 1995, is set forth below:
Amortized
(000 omitted)
Cost
U.S. Government
$ 27,458
agencies
Obligations of
states and
political
subdivisions 82,291
Corporate debt
71,919
securities
8,603
Other securities
Securities
classified as
held to
maturity
$190,271

Gross
Unrealized
Losses

Fair
Value

62

$ 98

$ 27,422

1,570

161

83,700

32
241

687
44

71,264
8,800

$1,905

$990

$191,186

Gross
Unrealized
Gains
$

Scheduled maturities of securities classified as held to
maturity at December 3 1 , 1996 were as follows:
(000

omitted)

Due in:
1997
1998-2001
2002-2006
2007 and later
Mortgage-backed and other
asset-backed securities

Amortized
Cost

Fair
Value

$ 10,619
69,039
79,714
176,034

$ 10,584
67,837
77,546
176,864

70,515

70,447

$405,921

$403,278

As mentioned above, actual maturities may differ from
scheduled maturities because the borrowers have the
right to call or prepay certain obligations, sometimes
without penalties. Maturities of mortgage-backed and
other asset-backed securities depend on the repayment
characteristics and experience of the underlying obliga
tions.
During 1995, Viad’s payment services subsidiary sold
a $6,846,000 security (amortized cost) classified as held
to maturity in response to an issuer’s tender offer to call
its outstanding bonds. State money order regulations re
quire that defined amounts of securities held by Viad’s
payment services subsidiary maintain an investmentgrade rating to be classified as permissible investments.
The security was sold as Viad’s payment services sub
sidiary believed that any remaining investment outstand
ing after the tender offer would be unrated, thus
jeopardizing the security’s classification as a permissable
investment. The sale was an isolated and unusual event
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that Viad’s payment services subsidiary could not have
reasonably anticipated when the security was classified
as held to maturity. There was no gain or loss realized
on the sale.
A one-time reclassification was made effective Decem
ber 31, 1995 upon reassessment of the appropriateness
of the classifications of all securities held, as permitted
by the Financial Accounting Standards Board in its No
vember 1995 “Guide to Implementation of Statement 115
on Accounting for Certain Investments in Debt and Eq
uity Securities.” Securities with an amortized cost of
$140,884,000 were transferred from securities classified
as held to maturity to securities classified as available for
sale. The related net unrealized gains on these securities
totaling $972,000 (net of deferred taxes of $597,000) are
included in the Consolidated Balance Sheet under the
caption, “Unrealized gain on securities classified as
available for sale,” along with net unrealized gains on se
curities previously classified as available for sale.
There were no other sales or transfers of securities
classified as held to maturity during 1996 or 1995.

Cost

Net Assets of Discontinued
Operations
Property, Plant and Equipment
Land
Buildings
Machinery and equipment
Less accumulated depreciation
Net Property, Plant and
Equipment
Other Assets
Marketable securities
Prepaid pension asset
Deferred income taxes
Property held for sale
Goodwill
Other
Total Other Assets

1 (In Part): Significant Accounting Policies
Effective January 1, 1994, the Company adopted Finan
cial Accounting Standards Board (FASB) Statement No.
115, “Accounting for Certain Investments in Debt and
Equity Securities.” The Company determines the appro
priate classification at time of purchase. Securities are
classified as held-to-maturity when the Company has the
positive intent and ability to hold the securities to matur
ity. Held-to-maturity securities are stated at cost, ad
justed for amortization of premiums and discounts to ma
turity.
Marketable securities not classified as
held-to-maturity are classified as available-for-sale.
Available-for-sale securities are carried at fair value,
which is based on quoted prices. Unrealized gains and
losses, net of tax, are reported as a separate component
of shareholders’ equity. The cost of securities availablefor-sale is adjusted for amortization of premiums and dis
counts to maturity. Interest and amortization of premiums
and discounts for all securities are included in interest in
come. Realized gains and losses are included in other
income. Cost of securities sold is determined on a spe
cific identification basis.
2. Marketable Securities

FANSTEEL INC. (DEC)

Total Current Assets

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

1996

1995

$48,031,387

$40,187,034

2,532,431

1,344,591

1,421,641
10,559,942
49,561,052

1,337,641
9,396,838
45,019,335

61,542,635
47,236,179

55,753,814
45,533,604

14,306,456

10,220,210

4,989,159
7,697,238
30,277
1,128,851
3,358,580
53,063

13,608,993
7,709,808
227,317
1,200,837

17,257,168

22,778,018

$82,127,442

$74,529,853

31,063

At December 31, 1996, all the Company’s investments in
marketable securities were classified as held-to-maturity.
These securities included both a security due within one
year and a security with a maturity date beyond one
year. The security with a maturity date within one year is
classified as Marketable Securities as a part of Current
Assets and is stated at amortized cost plus accrued in
terest. The security with a maturity date beyond one year
is included in Other Non-Current Assets and is stated at
amortized cost.
The held-to-maturity securities at December 31, 1996
include the following:

Marketable Securities - Current:
U.S. Treasury Note, face value of
$5,000,000, interest at 6.250%,
due January 31,1997
Accrued interest

Amortized
Cost

Fair
Value

$ 5,000,000
173,804

$5,001,563

5,173,804
Marketable Securities - Non-Current:
U.S. Treasury Note, face value of
$5,000,000, interest at 5.125%,
due April 30,1998
Net Book Value - Held-toMaturity Securities:

4,989,159
$10,162,963

$4,948,438
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At December 3 1 , 1995, the Company held investments
in marketable securities which it classified as either avail
able-for-sale or held-to-maturity, depending upon the se
curity.
Securities classified as available-for-sale at December
31, 1995 included both securities due within one year
and securities with a maturity date beyond one year. Se
curities with a maturity date within one year were classi
fied as Marketable Securities as a part of Current Assets
and were stated at fair value plus accrued interest. Secu
rities with a maturity date beyond one year were included
in Other Non-Current Assets and were stated at fair
value.
The available-for-sale securities at December 3 1 , 1995
included the following:
Amortized
Cost
Marketable Securities - Current:
Northern Trust Advantage investment
portfolio consisting of government
securities, municipal bonds and
commercial paper
$1,840,760
232,142
Accrued interest
$2,072,902
Marketable Securities - Non-Current:
Northern Trust Advantage investment
portfolio consisting of government
securities and municipal bonds
$3,601,329
Net Book Value - Available-For-Sale
Securities:

Fair
Value

The calculation of gross unrealized gain (loss) for the
years ended December 3 1 , 1996 and 1995 is as follows:

Fair Value

1996:
Held-to-maturity securities:
U.S. Treasury Note, face
value of $5,000,000,
interest at 5.125%,
$4,948,438 $4,989,159
due April 30,1998
U.S. Treasury Note, face
value of $5,000,000,
interest at 6.250%,
due January 31,1997

$1,840,760
232,142
$2,072,902

3,627,992

Net Book Value - Held-to-Maturity
Securities:

Fair
Value

$4,981,002 $4,987,500
5,000,000 $5,054,688
$9,981,001

5,000,000

U.S. Treasury Note, face
value of $5,000,000,
interest at 6.250%, due
January 31,1997

$(40,721)

1,563
$(39,158)

1995:
Available-for-sale
$5,468,752 $5,442,089
securities
Held-to-maturity securities:
U.S. Treasury Note, face
value of $5,000,000,
interest at 5.125%,
due April 30,1998
4,987,500 4,981,001

Gross unrealized gain
Securities classified as held-to-maturity were stated at
amortized cost and were included in Other Non-Current
Assets on the December 3 1 , 1995 Consolidated Balance
Sheet.
These held-to-maturity securities at December 31,
1995 included the following:

U.S. Treasury Note, face value of
$5,000,000, interest at 5.125%,
due April 30,1998
U.S. Treasury Note, face value of
$5,000,000, interest at 6.250%,
due January 31,1997

5,001,563

Gross unrealized (loss)

$5,700,894

Amortized
Cost

Gross
Unrealized
Cost Gain (Loss)

5,054,688

5,000,000

$26,663

6,499

54,688
$87,850

Net unrealized gains (losses) on held-to-maturity securi
ties have not been recognized in the accompanying con
solidated financial statements. Net unrealized gain on
available-for-sale securities included in shareholders’ eq
uity at December 31, 1995 was $16,398, consisting of a
gross unrealized gain of $26,663 net of deferred income
taxes.
Net realized gains on marketable securities for the
year ended December 31, 1996 were $2,899. There
were no realized gains or losses for the years ended De
cember 31, 1995 or 1994.
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TERADYNE, INC. (DEC)
(In thousands)
Total current assets
Property, plant, and equipment:
Land
Buildings and im provem ents
M achinery and equipm ent
Construction in progress
Total
Less: Accumulated depreciation
Net property, plant, and equipm ent
Marketable securities
Other assets
Total assets

1996
$

617,108

1995
$

740,145

22,823
133,809
393,790
13,163

22,755
128,235
351,950
10,046

563,585
(290,088)

512,986
(255,968)

273,497
181,776
24,435

257,018

$1,096,816

$1,023,831

26,668

The fair market value of cash equivalents and short
term and long-term Investments in marketable securities
is substantially equal to the carrying value and repre
sents the quoted market prices at the balance sheet
dates. The short-term investments mature in less than
one year. Long-term investments have maturities of one
to five years. At December 31, 1996 and 1995 these in
vestments are reported as follows (in thousands):
1996

Short-term marketable
securities:
U.S. Treasury and
governm ent agency
securities
Corporate debt securities

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
D (In Part): Financial Instruments
Cash Equivalents
The Company considers all highly liquid investments with
original maturities of three months or less at date of ac
quisition to be cash equivalents.
Marketable Securities
The Company classifies investments in marketable secu
rities as trading, available-for-sale or held-to-maturity at
the time of purchase and periodically re-evaluates such
classification. There were no securities classified as trad
ing as of December 31, 1996 or 1995. Securities are
classified as held-to-maturity when the Company has the
positive intent and ability to hold the securities to matur
ity. Held-to-maturity securities are stated at cost with cor
responding premiums or discounts amortized over the
life of the investment to interest income. Securities not
classified as held-to-maturity are classified as availablefor-sale and reported at fair market value. Unrealized
gains or losses on available-for-sale securities, if mate
rial, are included, net of tax, in shareholders equity until
disposition. Realized gains and losses and declines in
value judged to be other-than-temporary on available-forsale securities are included in interest income. The cost
of securities sold is based on the specific identification
method.

Long-term marketable
securities:
U.S. Treasury and
governm ent agency
securities
Corporate debt securities

1995

AvailableFor-Sale

Held-To- AvailableM aturity For-Sale-

Held-ToM aturity

$

8,575
5,215

$34,476

$93,662

$ 13,790

$34,476

$93,662

$ 74,675
46,054

$61,047

$120,729

$61,047
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THE BOEING COMPANY (DEC)

NONCURRENT RECEIVABLES
Chapter 3A of Accounting Research Bulletin No. 43
states that the concept of current assets excludes “re
ceivables arising from unusual transactions (such as the
sale of capital assets, or loans or advances to affiliates,
officers, or employees) which are not expected to be col
lected within twelve months.”
When a noncurrent receivable is a financial instru
ment, as defined by Statement of Financial Accounting
Standards No. 105, Statement of Financial Accounting
Standards No. 107 requires that the fair value of the noncurrent receivable and the basis for estimating fair value
be disclosed. 71 survey companies disclosed fair value
information for noncurrent receivables. 25 companies
stated that fair value approximated carrying amount; 13
companies stated that market quotes were used to esti
mate fair value; and 41 companies stated that dis
counted cash flows were used to estimate fair value.
Table 2-16 summarizes the balance sheet captions
used to describe noncurrent receivables. Examples of
noncurrent receivable presentations and disclosures
follow.
TABLE 2-16: NONCURRENT RECEIVABLES
1996

1995

1994

1993

(Dollars in millions)
Total current assets
Customer financing
Property, plant and equipment, net
Deferred income taxes
Goodwill
Prepaid pension expense
Other assets

31
26
4
25

33
26
4
36

30
29
6
33

35
33
5
27

31

28

28

32

Total Presentations.................

117

127

126

132

120

123

129

480

477

471

600

600

600

Number of Companies

Presenting noncurrent
receivables............................... 110
Not presenting noncurrent
receivables............................... 490
Total Companies.....................

600

1995

$15,080
648
6,813
415
2,478
1,708
112

$13,178
1,660
6,456
58

$27,254

$22,098

698
48

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Dollars in millions)
Note 5. Customer Financing
Long-term customer financing, less current portion, at
December 31 consisted of the following:

Notes receivable
Investment in sales-type leases
Operating lease aircraft, at cost
less accumulated depreciation
of $77 and $326

Caption Title

Long-Term Receivables...............
Notes Receivable........................
Noncurrent Receivables...............
Other.........................................
Receivables combined with other
investments, deposits, etc...........

1996

Less valuation allowance

1996

1995

$253
237

$721
351

258

688

748
(100)

1,760
(100)

$648

$1,660

Financing for aircraft is collateralized by security in the
related asset, and historically, the Company has not ex
perienced a problem in accessing such collateral. The
operating lease aircraft category includes new and used
jet and commuter aircraft, spare engines and spare
parts.
Scheduled principal payments from notes receivable
and sales-type leases for the next five years are as fol
lows:
1997

1998

1999

2000

2001

$150

$149

$14

$12

$9

The Company has entered into interest rate swaps with
third-party investors whereby the interest rate terms dif
fer from the terms in the original receivable. These inter
est rate swaps related to $67 of customer financing re
ceivables as of December 31, 1996.
Interest rates on fixed-rate notes ranged from 7.87% to
12.00%, and effective interest rates on variable-rate
notes ranged from 0.75% to 3.50% above the London In
terbank Offered Rate (LIBOR).
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Sales and other operating revenues included interest
income associated with notes receivable and sales-type
leases of $43, $160 and $183 for 1996, 1995 and 1994,
respectively.
The valuation allowance is subject to change depend
ing on estimates of collectability and realizability of the
customer financing balances.

December 31,

Note 18. Disclosures about Fair Value of Financial
Instruments

Current:
Trade
Leases and notes

As of December 31, 1996 and 1995, the carrying amount
of accounts receivable was $1,988 and $1,470 and the
fair value of accounts receivable was estimated to be
$1,929 and $1,445. The lower fair value reflects a dis
count due to deferred collection for certain receivables
that will be collected over an extended period. The carry
ing value of accounts payable is estimated to approxi
mate fair value.
The carrying amount of notes receivable, net of valu
ation allowance, is estimated to approximate fair value.
Although there are generally no quoted market prices
available for customer financing notes receivable, the
valuation assessments were based on the respective in
terest rates, risk-related rate spreads and collateral con
siderations.
As of December 31, 1996 and 1995, the carrying
amount of long-term debt was $3,993 and $2,615, and
the fair value of long-term debt, based on current market
rates for debt of the same risk and maturities, was esti
mated at $4,229 and $2,996. The Company’s long-term
debt, however, is generally not callable until maturity.
With regard to financial instruments with off-balancesheet risk, it is not practicable to estimate the fair value
of future financing commitments, and all other off-bal
ance-sheet financial instruments are estimated to have
only a nominal fair value. The terms and conditions re
flected in the outstanding guarantees and commitments
for financing assistance are not materially different from
those that would have been negotiated as of December
31, 1996.
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Receivables
Receivables consisted of the following (in thousands):

Allowance for doubtful accounts
Long-term:
Leases, notes and other
Allowance for doubtful accounts

1996

1995

$402,906
14,356

$277,521
5,355

417,262
(5,315)

282,876
(5,870)

$411,947

$277,006

$ 44,711
(1,746)

$ 18,591
(1.034)

$ 42,965

$ 17,557

To meet market competition, the Company finances
sales of equipment to certain of its customers through
sales-type and operating leases and notes receivable.
The repayment terms vary from one to seven years.
In December 1995, the Company sold certain trade
and lease receivables with recourse for $50.1 million. A
portion of the proceeds from the sale of these receiv
ables was used to repay $9.1 million of long-term install
ment notes payable which had been secured by certain
of the receivables sold. See “Contingent Liabilities” under
“Commitments and Contingencies” for further discussion.
The components of the receivables from sales-type
leases and notes receivable are as follows (in thou
sands):
December 31,
1996
1995
Total minimum lease payments
receivable
Less: Unearned income

$73,403
(14,390)

$25,589
(4,705)

DSC COMMUNICATIONS CORPORATION (DEC)

Total receivables
Less; Current receivables

59,013
(14,356)

20,884
(5,355)

(In thousands)

Total long-term receivables

$44,657

$15,529

Total current assets
Property and Equipment, Net
Long-term Receivables
Capitalized Software
development Costs
Cost in Excess of Net Assets
of Businesses Acquired, Net
Other
Total assets

1996

1995

$1,202,878
403,596
42,965

$1,220,547
370,522
17,557

51,634

43,821

146,025
78,557

155,102
57,726

$1,925,655

$1,865,275

Future minimum lease payments to be received on
sales-type leases and notes receivable are as follows (in
thousands):
1997 . . ..
1998 . . ..
1999 . . ..
2000 . . . .
2001 . . . .

Thereafter

$15,856
14,560
14,185
13,935
11,434
3,433
$73,403
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FEDERATED DEPARTMENT STORES, INC. (JAN)
(thousands)
Total Current Assets
Property and Equipment—net
Intangible Assets—net
Notes Receivable
Other Assets
Total Assets

1997

1996

$ 6,427,302
6,524,757
717,404
204,400
390,280

$ 6,360,365
6,305,167
744,689
415,066
469,763

$14,264,143

$14,295,050

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
8. Notes Receivable
(millions)
9.5% note relating to the sale of
certain divisions in 1988 and
maturing in two equal installments
on May 3, 1997 and May 3, 1998
Other

Feb 1,
1997

Feb 3,
1996

$200.0
4.4

$400.0
15.1

$204.4

$415.1

The $400.0 million note, which is supported by a letter of
credit, was transferred to a grantor trust which borrowed
$352.0 million under a note monetization facility and
transferred such proceeds to the Company (see Note 9).
The portion of the note maturing on May 3, 1997, $200.0
million, is classified in accounts receivable as of Febru
ary 1, 1997 (see Note 4).
16. Financial Instruments and Concentrations of Credit
Risk
The following methods and assumptions were used to
estimate the fair value of each class of financial instru
ments for which it is practicable to estimate that value;

Long-term debt
The fair value of the Company’s long-term debt are esti
mated based on the quoted market prices for publicly
traded debt or by using discounted cash flow analysis,
based on the Company’s current incremental borrowing
rates for similar types of borrowing arrangements.
Interest rate cap agreements
The fair values of the interest rate cap agreements are
estimated based on current settlement prices of compa
rable contracts obtained from dealer quotes.
Interest rate swap agreements
The fair values of the interest rate swap agreements are
obtained from dealer quotes. The values represent the
estimated amount the Company would pay to terminate
the agreements at the reporting date, taking into account
current interest rates and the current creditworthiness of
the swap counterparties. The interest rate swap agree
ments pertain to the note monetization and working capi
tal facilities and, although currently in net payable posi
tions, management intends to hold these agreements to
their maturity dates.
The estimated fair values of the Company’s financial
instruments are as follows:
Feb 1, 1997
(millions)
Cash and short-term
investments
Notes receivable
Other assets
Long-term debt
Interest rate cap
agreements
Interest rate swap
agreements

Carrying
Amount

7.5
—

SCOPE INDUSTRIES (JUN)

Accounts receivable
The carrying amount approximates fair value because of
the short average maturity of the instruments, and be
cause the carrying amount reflects a reasonable esti
mate of losses from doubtful accounts.

Total current assets
Notes Receivable (Note 2)

Other assets
Other assets primarily represent investments in joint ven
tures accounted for on the equity basis. Based on recent
appraisals, the carrying value of such investments ap
proximates their fair value.

Fair Carrying
Value Amount

Fair
Value

$ 148.8 $ 148.8 $ 172.5 $ 172.5
204.4
415.1
422.3
203.3
30.4
30.4
16.9
16.9
4,532.7 4,702.6 5,551.1 5,747.3

Cash and short-term investments
The carrying amount approximates fair value because of
the short maturity of these instruments.

Notes receivable
The fair value of notes receivable is estimated using dis
counted cash flow analysis, based on estimated market
discount rates.

Feb 3, 1996

0.2
(8.3)

15.8
—

0.8
(30.9)

1996

1995

$12,932,037
1,154,378

$6,290,726
3,474,398

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 2: Notes Receivable
Components of notes receivable are as follows;
June 30,
Loan to Opto Sensors, Inc
Loan to Simcala, Inc.
(formerly SiMETCO, Inc.)
Others
Less amounts classified as current

1996

1995

$2,500,000

$2,500,000

950,000
242,217
(2,537,839)

950,000
200,247
(175,849)

$1,154,378

$3,474,398
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In January 1995 the Company extended the maturity
date for the $2,500,000 principal outstanding on the loan
to Opto Sensors, Inc. to April 1997. Under terms of the
promissory note, Opto Sensors pays the Company inter
est at a rate of one and one-half percent above the prime
rate established by Bank of America. Interest is payable
quarterly. As a condition of the loan, the Company re
ceived warrants to purchase 1,250,000 shares of pre
ferred stock of Opto Sensors. Interest income of
$249,740, $247,711 and $191,181 in 1996, 1995 and
1994, respectively, was earned on this note. The Com
pany’s chief executive officer is a member of Opto Sen
sors’ board of directors.
The Company’s loan to SiMETCO, Inc. of $1,650,000
was in default from March 1993 until February 1995. In
1993 and 1994 the Company recorded provisions of
$700,000 that recognized the potential reduction in real
izable value of the note. In February 1995, a bankruptcy
reorganization was effected whereby Simcala, Inc. be
came the successor to the business and operations of
SiMETCO. A new promissory note has been issued to
the Company by Simcala, Inc. in the principal amount of
$2,106,255 in exchange for the SiMETCO note. No in
come or increased value was recorded in conjunction
with the exchange. It was not practicable to estimate the
fair value of the new note. The new note is collateralized
by substantially all of Simcala’s property and equipment.
Interest is payable quarterly at a rate of three percent
above the prime rate as established by Bank of America.
Interest income of $242,594 and $97,638 was earned on
the Simcala note in 1996 and 1995 respectively. Princi
pal installments are due beginning in February 1997 and
conclude in February 2001.
TALLEY INDUSTRIES, INC. (DEC)
1996

1995

Total current assets
$176,292,000
—
Realty assets
Long-term receivables, net
6,517,000
Property, plant and equipment,
at cost, net of accumulated
depreciation of $98,588,000 in 1996
and $92,395,000 in 1995
49,324,000
Intangibles, at cost, net of
accumulated am ortization of
$18,313,000 in 1996 and
$16,985,000 in 1995
41,965,000
Deferred charges and other assets
6,287,000

$156,615,000
104,964,000
10,113,000

Total assets

$372,599,000

$280,385,000

48,760,000

43,969,000
8,178,000
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Long-term Receivables
Long-term receivables consist of the following:
(Balances in thousands)
Notes receivable, including
accrued interest and income tax
refunds
Am ounts due w ith in one year,
included in accounts receivable

1996

1995

$6,640

$10,584

(123)
$6,517

(471)
$10,113

Long-term receivables include income tax receivables of
$5,431,000, which must be approved by the Congres
sional Joint Committee on Taxation before payment will
be received, and accordingly are classified as non-current. The remaining notes range in length from one to
fourteen years and bear interest at December 31, 1996
at rates ranging from 8% to 10%. Payment terms vary by
note, but generally require monthly, quarterly or annual
interest and principal payments. The notes receivable
balance is net of allowances of $4,086,000 and
$1,260,000 at December 31, 1996 and 1995, respec
tively.
Fair Value of Financial Instruments
The following table presents the carrying amounts and
fair values of the Company’s financial instruments for
which it is practicable to estimate. Financial Accounting
Standards Board Statement No. 107 “Disclosures about
Fair Value of Financial Instruments,” defines the fair
value of a financial instrument as the amount at which
the instrument could be exchanged in a current transac
tion between willing parties, other than in a forced or liq
uidation sale.
1995

1996

(balances in thousands)

Carrying
A m ount

Fair
Value

Carrying
A m ount

Fair
Value

Cash & cash equivalents
Non-trade receivables
Realty debt
Other debt

$48,758
6,644
362
128,345

$48,758
6,644
362
131,978

$10,475
10,584
10,135
231,470

$10,475
10,584
10,135
238,881

The following notes summarize the major methods and
assumptions used by the Company in estimating the fair
values of financial instruments.
Cash And Cash Equivalents
The carrying amount of cash and cash equivalents ap
proximates fair value because of the short maturity of
those instruments.
Non-Trade Receivables
Interest rates on non-trade receivables, including the cur
rent portion, are generally at current market rates. Ac
cordingly the carrying value and fair value of the receiv
ables are equal after considering allowances for the
carrying value of certain notes.
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Noncurrent Receivables

Debt
The fair value of the Company’s debt, including the cur
rent portion, at December 31, 1996 and 1995 is based
on quoted market prices or recent market activity.
WHIRLPOOL CORPORATION (DEC)
(million of dollars)
Total Current Assets

1996

1995

$3,812

$3,541

513
—

425
—

705
870
152
165

772
931
153
199

2,405

2,480

Other Assets
Investm ent in affiliated companies
Investm ent in WFC
Financing receivables and leases,
less allowances
Intangibles, net
Deferred income taxes
Other

Property, Plant and Equipment
Land
Buildings
M achinery and equipm ent
Accumulated depreciation

Total Assets

97
710
2,855
(1,883)

93
731
3,015
(2,041)
1,798

1,779

$8,015

$7,800

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(3) Financing Receivables and Leases
December 31 (millions of dollars)

1996

1995

Financing receivables
Financing leases
Operating leases and investments

$ 1 ,8 5 3
173

$ 1 ,5 6 9
106
197

2,128

1,872

102

Unearned income
Estimated residual value
Allowances fo r doubtful accounts

Total financing receivables and leases
Less current portion
Long-term portion

(51)
78
(50)

(52)
80
(42)

(23)

(14)

2,105
1,400
$

705

1,858
1,086
$

772

Deferred income tax liabilities relating to financing leases
were $123 million and $118 million at December 31,
1996 and 1995.
Financing receivables and leases at December 31,
1996, include $966 million due from appliance and elec
tronics dealers and $361 million resulting from aero
space financing transactions. These amounts are
generally secured by the assets financed. Nonearning fi
nancing receivables and leases totaled $28 million and
$41 million at December 31, 1996 and 1995.

Net losses on financing receivables and leases were
$40 million, $39 million and $25 million in 1996, 1995
and 1994. Financing receivables of $108 million and
$112 million are considered impaired under Financial Ac
counting Standards Board Statement No. 114, “Account
ing by Creditors for Impairment of a Loan,” at December
31, 1996 and 1995. Specific allowances for losses on
these receivables total $29 million and $19 million at De
cember 31, 1996 and 1995. WFC recognized $9 million
and $12 million of interest income in 1996 and 1995 on
these receivables.
Financing receivables and minimum lease payments
receivable at December 31, 1996, mature contractually
as follows:
December 31 (millions of dollars)

Financing
Receivables

1997
1998
1999

$1,420
164

2000
2001

34

Thereafter

110
8

Financing
Leases
$

2
3

2
2
2

117

91

$1,853

$102

7 (In Part): Fair Value of Financial Instruments
The following methods and assumptions were used in
estimating fair values of financial instruments:
Cash and Equivalents and Notes Payable: The carry
ing amounts approximate fair values.
Financing Receivables: The fair value is estimated us
ing discounted cash flow analyses based on current in
terest rates being offered to borrowers of similar credit
quality. The carrying amounts approximate fair values.
Long-Term Debt and WFC Preferred Stock: The fair
values are estimated using discounted cash flow analy
ses based on incremental borrowing or dividend yield
rates for similar types of borrowing or equity arrange
ments. The WFC preferred stock carrying amount ap
proximates fair value.
Derivative Financial Instruments: The fair values of in
terest rate swaps, cross currency interest rate swaps,
foreign currency forward contracts and option collars and
commodity swaps are based on quoted market prices.

188

Section 2; Balance Sheet

Examples of intangible asset presentations and disclo
sures follow.

INTANGIBLE ASSETS
APB Opinion No. 17 sets forth requirements as to ac
counting for intangible assets. Opinion No. 17 stipulates
that all intangible assets acquired after October 31, 1970
or recognized in business combinations initiated after
October 31, 1970 be amortized over a period not to ex
ceed 40 years and that “financial statements should dis
close the method and period of amortization.”
Table 2-17 lists those intangible assets being amor
tized which are most frequently disclosed by the survey
companies. Table 2-17 does not reflect intangible assets
not being amortized because such assets were acquired
prior to the effective date of Opinion No. 17. Table 2-17
also does not include intangible pension assets recog
nized when an entity records a minimum pension liability
in accordance with Statement of Financial Accounting
Standards No. 87. In 1996, 19 survey companies dis
closed an amount for intangible assets acquired prior to
the effective date of Opinion No. 17 and 64 survey com
panies disclosed an amount for intangible pension as
sets.
Table 2-18 summarizes the amortization periods used
by the survey companies to amortize intangible assets. It
is not uncommon for a company to use more than one
period for one type of intangible. For instance, a com
pany may disclose in the Summary of Accounting Poli
cies that it amortizes goodwill over a period not
exceeding 40 years and in a subsequent note disclose
that it amortizes goodwill related to a certain acquisition
over a specified number of years.

TABLE 2-17: INTANGIBLE ASSETS
Number of Companies
1996 1995 1994 1993
G oodwill recognized in a business
c o m b in a tio n ........................................ 421
Patents, patent r ig h t s ..........................
70
Trademarks, brand names,
c o p y rig h ts .............................................
67
Licenses, franchises,
m em b ersh ips.....................................
23
T e c h n o lo g y ...............................................
21
Noncompete covenants...........................
20
Custom er lis ts ........................................
15
Other— d e s c rib e d ....................................
28

402
72

395
62

385
69

57

52

51

24
14
24
15
42

19
15
27
13
40

19
15
26
9
32

TABLE 2-18: AMORTIZATION PERIOD—1996
Goodwill

Patents Trademarks

Number of Companies
Noncompete
Licenses

Technology

Lists

1
—
—
—
—
12
8

_
—
—
—
1
6
8

Period

40.................................. ............
“ Not exceeding 40” .......... ...............
25-30............................................
20.................................................
10-15............................................
Legal/estimated l i f e .......... ...............
Other ..........................................

145
98
23
16
23
48
111

1
1
1
1
2
39
25

15
9
—

1
3
22
22

3
—
—
1
9
10

4
3
2
—
1
6
7
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(inmillion)

Goodwill
ALLEN TELECOM INC. (DEC)
(amounts in thousands)

A (In Part): Summary of Significant Accounting Policies
1996

1995

Total Current Assets
Property, Plant and Equipment,
at cost, less accumulated
depreciation and am ortization
Other Assets:
Excess of cost over net assets of
businesses acquired
Assets of discontinued em issions
testing business
Other assets

$199,180

$177,814

51,942

77,124

75,502

68,310

42,031
41,857

—
40,317

Total Assets

$410,512

$363,565

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 1 (In Part): Summary of Significant Accounting
Policies
Excess of Cost Over Net Assets of Businesses Acquired
(Goodwill): The excess of investments in consolidated
subsidiaries over the net asset value at acquisition is be
ing amortized on a straight-line basis over periods not
exceeding forty years. The Company’s policy is to evalu
ate the excess of cost over the net assets of businesses
acquired based on an evaluation of such factors as the
occurrence of a significant adverse event or change in
the environment in which the business operates or if the
expected future net cash flows (undiscounted and with
out interest) would become less than the carrying
amount of the asset. An impairment loss would be re
corded in the period such determination is made based
on the fair value of the related businesses.
CROWN CORK & SEAL COMPANY, INC. (DEC)
(in millions)

1996

1995

Total current assets
Long-term notes and receivables
Investments
G oodwill, net of am ortization
Property, plant and equipm ent
Other non-current assets

$ 3,291.9
82.2
90.3
4,809.9
3,717.3
598.6

$1,708.9
63.5
57.5
1,095.7
2,005.9

Total

$12,590.2

$5,051.7

120.2

Goodwill
Goodwill, representing the excess of the cost over the
net tangible and identifiable intangible assets of acquired
businesses, is stated at cost and is amortized, principally
on a straight-line basis, over the estimated future periods
to be benefited (primarily 40 years). On an annual basis
the Company reviews the recoverability of goodwill
based primarily upon an analysis of undiscounted cash
flows from the acquired businesses. Accumulated amor
tization amounted to $221.6 and $117.8 at December
3 1 , 1996 and 1995, respectively.
DANAHER CORPORATION (DEC)
(In thousands of dollars)
Total current assets
Property, plant and equipm ent, net
Other assets
Excess of cost over net assets of
acquired companies, less
accumulated am ortization of
$92,583 and $72,125

1995

1996
$

546,741
319,606
105,903

$

466,470
291,937
119,444

792,824

608,140

$1,765,074

$1,485,991

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
1 (In Part): Summary of Significant Accounting Policies
Excess of Cost Over Net Assets of Acquired Companies.
This asset is being amortized on a straight-line basis
over forty years. $20,458,000, $14,482,000 and
$9,765,000 of amortization was charged to expense for
the years ended December 31, 1996, 1995, and 1994,
respectively. When events and circumstances so indi
cate, all long-term assets, including the Excess of Cost
Over Net Assets of Acquired Companies, are assessed
for recoverability based upon cash flow forecasts. No im
pairment losses have been recognized in any of the peri
ods presented.
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NORTEK, INC. (DEC)
(Amounts in thousands)

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
1996

1995

$352,548

$376,820

Property and Equipment, at Cost;
Land
Buildings and im provem ents
M achinery and equipm ent

7,046
72,954
174,064

6,508
69,125
157,884

Less accumulated depreciation

254,064
112,645

233,517
97,255

Total property and equipm ent, net

141,419

136,262

Other Assets;
Goodw ill, less accumulated
am ortization of $26,948,000 and
$23,978,000
Deferred debt expense
Other

91,578
6,647
16,924

91,347
7,574
13,476

115,149

112,397

$609,116

$625,479

Total current assets

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
1 (In Part): Summary of Significant Accounting Policies
Goodwill
The Company has classified as goodwill the cost in ex
cess of fair value of the net assets (including tax attrib
utes) of companies acquired in purchase transactions.
Goodwill is being amortized on a straight-line method
over 40 years. Amortization charged to operations
amounted to $2,970,000, $2,519,000 and $2,407,000 for
1996, 1995 and 1994, respectively. At each balance
sheet date, the Company evaluates the realizability of
goodwill based on expectations of non-discounted cash
flows and operating income for each subsidiary having a
material goodwill balance. Based on its most recent
analysis, the Company believes that no material impair
ment of goodwill exists at December 3 1 , 1996.
PORTEC, INC. (DEC)
(Dollars In thousands)
Total current assets
Property, Plant and Equipment, at Cost
Land
Buildings and im provem ents
M achinery and equipm ent

Less accumulated depreciation
Total property, plant and equipm ent
Assets Held For Sale
Intangible Assets
Notes Receivable and Other Assets
Total

1996

1995

$42,100

$36,451

220

220

10,964
23,010

10,824
20,884

34,194
(19,651)

31,928
(17,757)

14,543
2,070
4,922
2,315

14,171
2,070
3,035
2,091

$65,950

$57,818

Note 1 (In Part): Significant Accounting Policies
Intangible assets
Goodwill in the amount of $3,631,000 at December 31,
1996, and $2,283,000 at December 31, 1995, is amor
tized on a straight-line basis over fifteen years and is re
corded net of accumulated amortization of $543,000 and
$330,000 for 1996 and 1995, respectively. Costs of pat
ents and license agreements are amortized on a straightline basis over the shorter of the legal or estimated use
ful life of the asset. Amortization expense on intangible
assets was $292,000 for 1996, $219,000 for 1995 and
$203,000 for 1994.
UNISYS CORPORATION (DEC)
(Millions)
Total Current Assets
Long-term receivables, net
Properties and rental equipm ent
Less-Accumulated depreciation
Properties and rental equipm ent, net
Cost in excess of net assets acquired
Investments at equity
Deferred incom e taxes
Other assets
Total Assets

1996

1995

$3,133.1
59.3
1,950.3
1,328.5

$3,218.6
58.7
2,088.4
1,397.0

621.8
981.3
244.4
678.7
1,248.5

691.4
1,014.6
298.9
682.6
1,148.4

$6,967.1

$7,113.2

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
1 (In Part): Summary of significant accounting policies
Cost in excess of net assets acquired. Cost in excess of
net assets acquired principally represents the excess of
cost over fair value of the net assets of Sperry Corpora
tion, which is being amortized on the straight-line method
over 40 years. Accumulated amortization at December
31, 1996 and 1995 was $617.1 and $571.6 million, re
spectively.
The carrying value of cost in excess of net assets ac
quired is reviewed for impairment whenever events or
changes in circumstances indicate that it may not be re
coverable. If such an event occurred, the company would
prepare projections of future results of operations for the
remaining amortization period. If such projections indi
cated that the cost in excess of net assets acquired
would not be recoverable, the company’s carrying value
of such asset would be reduced by the estimated excess
of such value over projected income.

Intangible Assets

Patents
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SCIENTIFIC INDUSTRIES, INC. (JUN)

AULT INCORPORATED (MAY)

Total current assets
Other Assets
Other receivable, less allowance of
$65,000
Patent
Other

1996

1995

$15,481,166

$12,186,549

196,677
181,528
21,709

196,677

399,914

240,554

43,877

Total current assets
Investm ent securities
Property and equipm ent, net
Other assets and deferred charges:
Intangible assets, less accumulated
am ortization of $7,000 (Note 6)
Deferred income taxes
Other

1996

1995

$1,533,500
15,200
115,800

$1,570,400
107,500

63,400
8,600
102,900

7,100
94,300

174,900

101,400

$1,839,400

$1,779,300

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 1 (In Part): Nature of Business and Significant
Accounting Policies

1 (In Part): Summary of Significant Accounting Policies

Patent: The patent is stated at cost, will start to be used
during the fiscal year 1997, and will be amortized using
the straight-line method over its economic useful life,
which has been estimated to be three years.

Intangible Assets
Intangible assets consist of licensing agreements which
are stated at cost. Amortization is provided for by the
straight-line method over five years.
6. Intangible Assets

Licenses
GIGA-TRONICS INCORPORATED (MAR)
(In thousands)
Total current assets
Property and Equipm ent
M achinery and equipm ent
Office fu rnitu re and fixtures
Leasehold im provem ents

Accumulated depreciation and
am ortization
Net property and equipm ent
Patents and licenses
Other assets
Total assets

1996

1995

$19,533

$17,449

6,518
322
103

6,095
411
93

6,943

6,599

(5,185)

(4,212)

1,758
1,590
146

2,387
2,150
239

$23,027

$22,225

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
1 (In Part): Summary of Significant Accounting Policies
Patents and Licenses—Patents and licenses are being
amortized using the straight-line method over periods of
five to seven years. As of March 30, 1996 and March 25,
1995, accumulated amortization on patents and licenses
was $1,741,000 and $1,180,000, respectively.

On July 10, 1995, the Company entered into an agree
ment to license the rights to certain laboratory equipment
developed and manufactured by another company. The
purchase price for the license was $50,000 plus related
costs of $20,400. The agreement provides that the Com
pany may elect to engage the sellers to perform certain
consulting services for an agreed-upon fee. Fifty percent
of all consulting fees paid to the seller constitute prepay
ment against any royalties payable to the seller. As of
June 30, 1996, no royalties have been earned. Prepaid
royalties at June 3 0 , 1996 are $14,500.
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Debt issuance costs are amortized to expense on a
straight line basis over the term of the related indebted
ness.

Technology
THE EASTERN COMPANY (DEC)

5. Other assets
Total Current Assets
Property, Plant and Equipment
Land
Buildings
M achinery and equipm ent
Accumulated depreciation
(deduction)

Other Assets
G oodwill, less accumulated
am ortization of $43,583 in 1996
and $35,861 in 1995
Patents, technology, licenses
and trademarks, less accumulated
am ortization of $682,773 in 1996
and $454,061 in 1995
Prepaid pension cost
Other assets

1996

1995

$22,472,974

$23,135,311

228,064
3,761,466
21,971,513

228,091
3,743,154
21,119,431

(12,074,420)

(11,405,013)

13,886,623

13,685,663

November 30

21,530

29,251

2,023,034
4,017,397
70,676

1,012,463
3,069,066
158,345

6,132,637

4,269,125

$42,492,234

$41,090,099

3 (In Part): Accounting Policies
Intangibles
Patents are amortized using the straight-line method
over the lives of the patents. Technology and licenses
are generally amortized on a straight-line basis over peri
ods ranging from five to 17 years. Goodwill is being am
ortized over periods ranging from five to 20 years.
SPECTRUM CONTROL, INC. (NOV)

Total current assets
Property, plant and equipment, net
Other assets (Note 5)
Total assets

Dollars in thousands
Patents and patent rights
Technical docum entation
Debt issuance costs

Less accumulated am ortization

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Dollar amounts in thousands

Other assets consist of the following:

Deferred incom e taxes
Deferred charges

1995

1996

$

549
2,260
384

$

526
2,260
384

3,193
2,478

3,170
1,969

715
281
205

1,201

$1,201

$1,631

1996

1995

$297,502

$241,422

252,597
118,663

227,997
126,762

$668,762

$596,181

332
98

Covenants Not To Compete
CINTAS CORPORATION (MAY)
(In thousands)
Total current assets
Property, plant and equipm ent,
at cost, net
Other assets

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Amounts in thousands)
1 (In Part): Significant Accounting Policies

1996

1995

$22,995
16,017

1,201

$21,115
16,752
1,631

$40,213

$39,498

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
1 (In Part): Summary of significant accounting policies
Intangibles and other assets
Patents and patent rights are amortized to expense on a
straight line basis over periods not exceeding 17 years.
Technical documentation, consisting primarily of ac
quired engineering drawings and manufacturing docu
mentation, is stated at cost and amortized on a straight
line basis over five years. The carrying value of intangi
ble assets is periodically reviewed by the Company and
impairments are recognized when the expected future
operating cash flows derived from such intangible assets
is less than their carrying value.

Other assets. Other assets consist primarily of service
contracts and non-compete or consulting agreements
obtained through the acquisition of businesses, which
are amortized by use of the straight-line method over the
estimated lives of the agreements which are generally
five to ten years, and goodwill, which is amortized using
the straight-line method over forty years.

Intangible Assets

4. Other Assets
1996

1995

$ 57,962
61,329

$ 56,562
64,171

47,175

48,452

Less accumulated am ortization

166,466
55,630

169,185
49,564

Other

110,836
7,827

119,621
7,141

$118,663

$126,762

Goodwill
Service contracts
Non-compete and consulting
agreements

1996

1995

Total current assets

$146,708

$104,509

Investments
Associated companies
Other

$ 11,488

10,668

$ 10,754
8,946

$ 22,156

$ 19,700

Property and Equipm ent
Land and im provem ents
Buildings and im provem ents
Equipment

$ 10,140
57,995
173,752

$ 12,053
64,768
176,642

Less accumulated depreciation

$241,887
137,182

$253,463
145,267

$104,705

$108,196

$246,061
7,786

$321,014
6,510

$253,847

$327,524

$527,416

$559,929

Intangibles and Other Assets
Intangibles
Other

The Company reviews its intangibles and other longlived assets annually to determine potential impairment.
In performing the review, the Company estimates the fu
ture cash flows expected to result from the use of the as
set and its eventual disposition. If the sum of the
expected future cash flows (undiscounted and without in
terest charges) is less than the carrying amount of the
asset, an impairment is recognized.
Note 12 (In Part): Other Information
Intangibles consist of the following:
September 30,

(In Thousands)

Goodwill
Less, accumulated am ortization

L E E E N T E R P R IS E S , IN C O R P O R A T E D (S E P )

(Dollars In Thousands)
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Note 1 (In Part): Significant Accounting Policies
Intangibles:
Intangibles include covenants not-to-compete, consulting
agreements, customer lists, broadcast licenses and
agreements, newspaper subscriber lists, and the excess
costs over fair value of net assets of businesses ac
quired.
The excess costs over fair value of net tangible assets
include $21,510,000 incurred prior to October 31, 1970,
which is not being amortized. Excess costs related to
specialty publications are being amortized over a 10 to
15 year period. Intangibles, representing non-compete
covenants, consulting agreements, customer lists, broad
cast licenses and agreements and newspaper subscriber
lists are being amortized over a period of 3 to 40 years.
The remaining costs are being amortized over a period
of 40 years. All intangibles are amortized by the straightline method.

Covenants and consulting agreements
Less, accumulated am ortization

Custom er lists, broadcasting licenses
and agreements and newspaper
subscriber lists
Less, accumulated am ortization

1996

1995

$194,746
50,240

$268,945
64,185

$144,506

$204,760

$ 25,739
18,859

$ 25,739
15,811

$

$

6,880

$116,472
21,797

9,928

$124,472
18,146

$ 94,675

$106,326

$246,061

$321,014

R O B B I N S & M Y E R S , IN C . ( A U G )

(In thousands)
Total Current Assets
G oodwill
Other Intangible Assets
Deferred Taxes
Other Assets
Net Property, Plant and Equipment

1996

1995

$114,060
95,101
13,068
3,896
72,114

$109,832
73,497
13,573
4,522
4,378
64,605

$300,340

$270,407

2,101

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(in thousands)
Goodwill and Other Intangible Assets
Goodwill is the excess of the purchase price paid over
the value of net assets of businesses acquired. Amorti
zation expense is calculated on a straight-line basis over
forty years. The carrying value of Goodwill is reviewed
quarterly if the facts and circumstances suggest that it
may be permanently impaired. If the review indicates that
Goodwill will not be recoverable, as determined by the
undiscounted cash flow method, the asset will be re
duced to its estimated recoverable value.
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At August 31, “Other Intangible Assets” consisted of
the following:

Patents
Non-compete agreements
Financing costs
Acquisition costs
Pension intangible

1996

1995

939
4,546
152
3,937
3,494

$ 1,019
5,401
396
3,515
3,242

$13,068

$13,573

$

A c c u m u la te d a m o r tiz a tio n o f G o o d w ill a n d O th e r In ta n g i
b le A s s e t s t o t a le d $ 7 , 5 0 3 a n d $ 3 , 9 0 4 a t A u g u s t 3 1 , 1 9 9 6
a n d 1 9 9 5 , r e s p e c tiv e ly . A m o r t iz a tio n is c a lc u la t e d o n th e
s t r a ig h t - lin e b a s is u s in g th e f o llo w in g liv e s :

14 to 17
3 to 5
5
40

Patents
Non-compete agreements
Financing costs
A cquisition costs

years
years
years
years

Customer Lists
A M E R IC A N L IS T C O R P O R A T IO N (F E B )

Total current assets
Property And Equipment— At Cost
Furniture and fixtures
Com puter equipm ent
Leasehold im provem ents

Less accumulated depreciation

Deferred License Cost, net of
accumulated am ortization
of $549,090 and $213,586,
respectively
Unamortized Cost Of Lists
Other Assets

1996

1995

$18,357,266

$15,911,862

294,783
1,000,824
10,959

226,601
642,745
10,959

1,306,566
845,121

880,305
690,427

461,445

189,878

2,790,369
494,200
406,792

3,125,873
654,402
230,414

$22,510,072

$20,112,429

educational institutions. ALC’s wholly-owned subsidiary,
GeoDemX Corporation (“GeoDemX”), is engaged in the
sale of software that incorporates computerized map and
electronic demographic data for the generation of sales
leads.
A summary of the significant accounting policies ap
plied on a consistent basis in the preparation of the ac
companying consolidated financial statements follows:
4. Costs of Lists
Costs of purchased lists are amortized on a straight-line
basis over their estimated useful lives, generally one to
five years. The Company determines the useful lives of
its lists based upon the estimated period of time such
lists are salable. The Company periodically reviews the
salability of its lists and, accordingly, the respective esti
mated useful lives. Such reviews to date have not re
sulted in revised estimates of useful lives of the lists.

OTHER NONCURRENT ASSET CAPTIONS
Table 2-19 summarizes the nature of assets (other than
property, investments, noncurrent receivables, and intan
gible assets) classified as noncurrent assets on the bal
ance sheets of the survey companies. Examples of other
noncurrent asset presentations and disclosures, except
assets leased to others, follow. Examples of assets
leased to others are presented in connection with Table
2-28.
TABLE 2-19: OTHER NONCURRENT ASSETS

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note A (In Part): Description of Business and Summary
of Accounting Policies
American List Corporation (“ALC”), through its wholly
owned subsidiary, American Student List Company, Inc.
(“ASL”), primarily develops, maintains and markets data
bases of high school, college and pre-school through
junior high school students in the United States. ASL
rents lists to its customers derived from its database for
use primarily in direct mail and marketing programs.
ASL’s customers consist mainly of list brokers and ad
vertising agencies, financial institutions, retailers and

Number of Companies
1996 1995 1994 1993
Deferred income t a x e s .......................
Prepaid pension c o s ts ..........................
Debt issue c o s t s ...................................
S o ftw a re .................................................
Property held fo r s a le ..........................
Segregated cash or se cu ritie s............
Cash surrender value of life
in su ra n ce ............................................
Assets of nonhom ogeneous
o p e ra tio n s ..........................................
Assets leased to o th e rs .......................
Start-up c o s ts ........................................
Other identified noncurrent
assets....................................................

172
101
48
47
36
33

185
97
48
35
63
35

167
95
47
41
55
38

169
83
46
37
63
23

25

22

24

18

15
14
12

16
16
13

25
23
20

30
14
19

45

50

50

42
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Other Noncurrent Asset Captions

Deferred Income Taxes
ROHR, INC. (JUL)
(in thousands)

1996

1995

Total Current Assets
$ 614,880
Property, Plant, and Equipment - Net
196,052
Investment in Leases
Deferred Tax Asset
156,863
Other Assets
64,742

$567,189
217,051
34,657
105,020
52,623

$1,032,537

$976,540

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 6 (In Part): Taxes On Income
Deferred income taxes reflect the net tax effects of (a)
temporary differences between the carrying amounts of
assets and liabilities for financial reporting purposes and
the amounts used for income tax purposes and (b) oper
ating loss and tax credit carryforwards.
The components of the Company’s deferred tax asset
(liability) which reflect the tax effects of the Company’s
temporary differences, tax credit carryforwards and net
operating loss carryforwards (NOLs) are listed below (in
thousands):
July 31,
1996

1995

Current:
Inventories
Employee benefits
State taxes
Sale of investment leases

$(27,641)
3,597
(4,390)
(27,816)

$ 5,546
5,235
(4,288)

Net deferred tax asset (liabilities) current

$(56,250)

$ 6,493

Long-term:
Depreciation
$ 9,332
Deferred gain on sale/leaseback
7,876
Minimum pension liability adjustment
17,767
Net operating loss carryforward
120,485
Tax credit carryforward
8,432
Investment in leases
(3,525)
Other - Net
(3,504)

$ 16,500
8,249
25,826
83,135
8,883
(35,973)
(1,600)

Net deferred tax asset - long-term

$105,020

$156,863

Statement of Financial Accounting Standards (SFAS)
No. 109 requires that deferred income taxes be classi
fied on the balance sheet predicated upon the categori
zation of the item to which the deferred tax is attributed.
The resulting classification is not necessarily indicative of
when taxes will be paid or deductions utilized. In addi
tion, the Company has considerable NOLs and expects
that tax payments in the near term will be minimal.
The Company has federal NOLs totaling approxi
mately $298 million at July 31, 1996, which expire in the
years 2003 through 2012, and tax credit carryforwards
totaling $8.4 million which expire in the years 2003
through 2011.

When tax effected at the rates in effect July 31, 1996,
the net deductible temporary differences, tax credit carry
forwards, and NOLs result in a deferred tax asset of
$100.6 million, consisting of $87.6 million for federal tax
purposes and $13.0 million for state tax purposes. Based
on rates in effect July 31, 1996, approximately $266 mil
lion of future taxable income is required prior to expira
tion of the Company’s NOLs and credits for full
realization of the deferred tax asset. The Company be
lieves that its future taxable income will be sufficient for
full realization of the deferred tax asset.
UST INC. (DEC)
(In thousands)
Total current assets
Property, plant and equipment, net
Deferred income taxes
Other assets
Total assets

1996

1995

$444,178
300,885
7,626
54,703

$425,555
294,806
9,042
55,349

$807,392

$784,752

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Income Taxes (In Part)
Deferred income taxes arise from temporary differences
between the carrying amounts of assets and liabilities for
financial reporting purposes and the amounts used for
income tax purposes.
Significant components of deferred tax assets and li
abilities as of December 31 are as follows:
1996

1995

$24,573
23,289
14,185
3,867

$22,852
29,049
12,025
3,298

Total deferred tax assets

65,914

67,224

Deferred tax liabilities:
Depreciation
Investment in limited partnerships
Prepaid pension assets

40,487
8,522
9,279

39,613
9,447
9,122

Deferred tax assets:
Postretirement benefits
other than pensions
Other accrued liabilities
Accrued pension liabilities
All other, net

Total deferred tax liabilities
Net deferred tax assets

58,288

58,182

$ 7,626

$ 9,042

Section 2: Balance Sheet
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WHX CORPORATION (DEC)
(In Thousands)

1996

1995

$ 797,649
Total current assets
Investm ent in associated companies
53,168
Property, plant and equipment,
at cost less accumulated depreciation
and am ortization
793,319
103,098
Deferred income taxes
49,233
Deferred charges and other assets

$ 737,731
77,403

$1,796,467

$1,718,779

•

•

•

Current liabilities;
Trade payables
Short term debt
Payroll and employee benefits
Federal, state and local taxes
Deferred income taxes - current
Interest and other
Long-term debt due in one year
Total current liabilities

•

•

755,412
100,157
48,076

•

$110,182
72,869
9,535
39,645
20,496
3,877

$59,477
70,223
57,094
9,120
30,649
16,876
2,336

256,604

245,775

—

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note D (In Part): Income Taxes
Deferred income taxes result from temporary differences
in the financial basis and tax basis of assets and liabili
ties. The type of differences that give rise to deferred in
come tax liabilities or assets are shown in the following
table;
Deferred Income Tax Sources
(Dollars in Thousands)
Assets
Postretirem ent and postem ploym ent
employee benefits
Operating loss carryforw ard
(expiring in 2005 to 2008)
M inim um tax credit carryforw ards
(indefinite carryforw ard)
Provision fo r expenses and losses
Leasing activities
State income taxes
M iscellaneous other
Deferred Tax Assets

1996

1995

$ 147.9

$

$ 147.1

9.8

8.0

47.1
38.1
26.4

49.5
43.3
25.2

6.0

6.0

10.3

10.5

285.6

$

289.6

Liabilities
Property plant and equipm ent
Inventory
State income taxes
M iscellaneous other

$(153.3)
(43.3)
(4.9)

$(158.8)
(35.5)
(4.9)

( .7)

(.9)

Deferred Tax Liability
Valuation Allowance

$(202.2)
(20.0)

$(200.1)
(20.0)

Deferred Income Tax Asset - Net

$

$

63.4

69.5

As of December 31, 1996, for financial statement report
ing purposes a balance of approximately $29 million of
preorganization tax benefits exist. These benefits will be
reported as a direct addition to equity as they are recog
nized. In 1995 tax benefits of $42.1 million were recog
nized as a direct addition to equity. The decrease in the
valuation allowance in 1995 reflects the recognition of
these tax benefits. No preorganization tax benefits were
recognized in 1996.
During 1994, the Company experienced an ownership
change as defined by Section 382 of the Internal Reve
nue Code. As the result of this event, the Company will
be limited in its ability to use net operating loss carryfor
wards and certain other tax attributes to reduce sub
sequent tax liabilities. The amount of taxable income that
can be offset by pre-change tax attributes in any annual
period is limited to approximately $32 million.
WITCO CORPORATION (DEC)
(In thousands of dollars)
Current Assets
Cash and cash equivalents
Accounts and notes receivable,
less allowance of $14,201
and $7,104
Inventories
Deferred incom e taxes
Prepaid and other current assets
Total Current Assets
Property, Plant and Equipment,
less accumulated depreciation of
$761,926 and $608,435
G oodwill and Other Intangible
Assets, less accumulated
am ortization of $133,625
and $62,450
Deferred Income Taxes
Deferred Costs and Other Assets
Net Assets of Discontinued
Operations
Total Assets

1996

1995

$ 59,201

$ 143,994

390,288
284,500
92,490
26,947

406,486
322,898
47,784
22,883

853,426

944,045

735,392

789,827

653,733
16,438
72,976

728,124

59,740

170,426

$2,391,705

$2,750,604

-

118,182

Other Noncurrent Asset Captions
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Note 12 (In Part): Income Taxes

Income Taxes (In Part)

The components of deferred income taxes are as
follows:

Deferred income taxes reflect the net tax effects of tem
porary differences between the carrying amounts of as
sets and liabilities for financial reporting purposes and
the amounts used for income tax purposes. Components
of net deferred tax assets are as follows:

(thousands of dollars)

1996

Current Deferred Tax (Assets) Liabilities:
Environmental remediation and
com pliance
$(27,339)
Accrual items
(19,698)
Disposition of Lubricants Group
(12,260)
Inventories
3,905
Other-net
(37,098)
$(92,490)
Non-current Deferred Tax (Assets)
Liabilities:
Depreciation
Environm ental rem ediation and
com pliance
Net operating loss carryforw ard
Postretirem ent benefits other than
pensions
Other-net

$110,396

1995

$(12,208)
(20,451)
—

202
(15,327)
$(47,784)

(23,548)
(36,059)

(20,469)
(28,392)

(14,744)
23,502

Less accumulated depreciation

Total assets

1995

$17,904
(11,704)
(5,822)
5,695
7,644

15,804
(7,899)
(6,140)

Net Deferred Tax Asset

$13,717

9,396

7,631

B a la n c e s h e e t c la s s if ic a t io n s o f d e fe r r e d t a x e s a r e a s
fo llo w s :

In thousands of dollars

$87,532

Deferred
Deferred
Deferred
Deferred

Tax
Tax
Tax
Tax

Asset— Current
Asset— Noncurrent
Liability— Current
Liability— Noncurrent

Net Deferred Tax Asset

WM. WRIGLEY JR. COMPANY

Total current assets
Marketable equity securities,
at fa ir value
Deferred charges and other assets
Deferred incom e taxes-noncurrent
Property, plant and equipm ent, at cost:
Land
Buildings and building equipm ent
M achinery and equipm ent

1996

$138,381

(56,734)
(21,239)

$(16,438)

In thousands of dollars

In thousands of dollars
Accrued Compensation, Pension and
Postretirem ent Benefits
Depreciation
Unrealized Holding Gain
Factory Closure and Related Costs
All Other— net

1996

1995

$729,424

$672,096

18,525
69,461
27,984

19,827
39,696
20,109

25,921
251,687
530,438

24,478
230,065
475,955

808,046
419,897

730,498
383,007

388,149

347,491

$1,233,543

$1,099,219

1996
$10,939
27,984
(816)
(24,390)

1995
9,591
20,109
(768)
(19,536)

$13,717

9,396

1996

1995

$35,045,550

$31,417,407

2,770,286
12,270,624
42,070,255

2,759,230
11,354,085
40,987,455

57,111,165
(37,751,230)

55,100,770
(37,714,079)

19,359,935

17,386,691

877,621
7,102,215
1,256,917
2,491,032

1,216,645
5,821,221
1,536,120
3,148,437

$66,133,270

$60,526,521

Prepaid Pension Costs
B A D G E R M E T E R , IN C . ( D E C )

Total current assets
Property, plant and equipment,
at cost:
Land and im provem ents
Buildings and im provem ents
M achinery and equipm ent

Less accumulated depreciation
Net property, plant and equipm ent
Intangible assets, at cost less
accumulated am ortization
Prepaid pension (Note 7)
Deferred income taxes
Deferred charges and other assets

Section 2: B alan ce S h e e t
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December 31,
1995
1996
Assets Accumulated
Assets
Benefits
Exceed
Exceed
Exceed
Accumulated Accumulated
Benefits
Assets
Benefits

Reconciliation of Funded Status

Note 7 (In Part): Employee Benefit Plans
A. Pension Plans
The company maintains non-contributory defined benefit
pension plans covering substantially all domestic em
ployees. Benefits for salaried employees are based on
compensation and years of service while benefits for
hourly employees are generally based on years of serv
ice. It is the company’s policy to fund at least the mini
mum contribution required by ERISA. As of December
3 1 , 1996, the company merged its various pension plans
Into one pension plan.
The following data is provided for the pension plans:

Actuarial present value of
benefit obligations;
Vested benefit
obligation
$28,460,986
Non-vested benefit
obligation
522,827

$15,563,014

$8,135,305

296,236

139,133

Accumulated benefit
obligation

$15,859,250

$8,274,438

Components of Net
Periodic Pension Credit

Projected benefit
$32,202,537 $21,711,321
obligation
27,862,175
Plan assets at fair value 37,345,758

$8,274,438
6,481,265

1996

Service cost - benefits
earned during the
year
$1,043,802
Interest cost on projected
benefit obligations
2,248,932
Actual (return) loss on
(3,081,757)
plan assets
Net amortization and
deferral
(323,409)
Net periodic pension
credit

$(112,432)

1995

1994

$850,072

$940,006

2,148,189

1,904,504

(6,409,454)

736,097

3,175,733

(3,885,874)

$(235,460)

$(305,267)

$28,983,813

Plan assets in excess of
(less than)
projected benefit
5,143,221
obligation
6,482,703
Unrecognized net loss
Unrecognized prior
service cost (credit) (2,834,660)
Unrecognized transition
(1,693,057)
asset
Adjustment required to
recognize minimum
liability
0
Prepaid pension cost
Contribution payable

7,098,207
4,008

Prepaid pension asset
(liability) included in
balance sheet
$7,102,215

6,150,854
1,728,524

(1,793,173)
644,041

14,101

946,850

(2,072,258)

(44,063)

0

(1,546,828)

5,821,221
0

(1,793,173)
0

$5,821,221 $(1,793,173)
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Softw are D evelopm ent Costs

BROWN GROUP, INC. (JAN)
Thousands
Total Current Assets
Other Assets
Prepaid pension costs
Other assets
Property and equipment, net

1997

1996

$564,775

$505,338

33,325
38,895
85,380

33,077
34,921
87,720

$722,375

$661,056

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(Dollars in millions)
Total current assets
Investments and advances
Property, plant and equipment, net
Goodwill and other intangibles, net
Software and development costs, net
Prepaid pension cost
Other noncurrent assets
Total assets

Note 4 (In Pari): Retirement And Other Benefit Plans
The Company’s pension plans cover substantially all full
time United States employees. Under the plans, salaried,
management and certain hourly employees’ pension
benefits are based on the employee’s highest consecu
tive five years of compensation during the ten years be
fore retirement; hourly employees’ and union members’
benefits are based on stated amounts for each year of
service. The Company’s funding policy for all plans is to
make the minimum annual contributions required by ap
plicable regulations. The Company also participates in a
multiemployer plan, which provides defined benefits to
certain of the Company’s former union employees.
The following table sets forth the plans’ funded status
at the December 31, 1996 and 1995 measurement
dates, and amounts recognized in the Company’s Con
solidated Balance Sheet at February 1, 1997 and Febru
ary 3, 1996 (in thousands):

Actuarial present value of
benefit obligations;
Vested benefit obligation
Accumulated benefit obligation
Projected benefit obligation
Plan assets at fair value
Excess of plan assets over
projected benefit obligation
Unrecognized net loss
Unrecognized prior service costs
Unrecognized net transition asset
Prepaid pension costs recognized
in the balance sheet

CERIDIAN CORPORATION (DEC)

1996

1995

$ 83,038
$ 83,867
$91,209
124,793

$109,461
$110,646
$118,635
154,026

33,584
1,471
(548)
(1,182)

35,391
905
(782)
(2,437)

$ 33,325

$ 33,077

1996

1995

$ 613.6
13.7
129.0
282.6
110.4
99.5
2.3

$ 570.8
6.9
120.9
262.6
72.6
88.6
3.7

$1,251.1

$1,126.1

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Dollars in millions)
A (In Part): Accounting Policies
Software and Development Costs. The Company capital
izes purchased software which is ready for service and
software development costs incurred from the time tech
nological feasibility of the software is established until
the software is ready for use to provide processing serv
ices to customers. Research and development costs and
other computer software maintenance costs related to
software development are expensed as incurred. Soft
ware development costs related to the software which
will become an integral part of the Company’s revenue
producing payroll processing system (“CM”) will be amor
tized using the straight-line method generally over seven
years after being placed in service. The remaining soft
ware development costs and costs of purchased soft
ware are amortized using the straight-line method over a
maximum of three to five years or the expected life of the
product, whichever is less.
The carrying value of a software and development as
set is regularly reviewed by the Company, and a loss is
recognized when the net realizable value falls below the
unamortized cost.
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E. Capital Assets

QUALITY SYSTEMS, INC. (MAR)
December 31,
1996

1995

Property, Plant and Equipment
Land
Machinery and equipment
Buildings and improvements
Construction in progress

$ 2.6
271.2
77.7
0.5

$ 3.0
236.0
79.4
4.9

Accumulated depreciation

352.0
(223.0)

323.3
(202.4)

Property, plant and equipment, net

$129.0

$120.9

Goodwill and Other Intangibles
Goodwill
Accumulated amortization

$250.0
(40.1)

$220.3
(27.6)

Goodwill, net

209.9

192.7

Other intangible assets
Accumulated amortization

85.0
(12.3)

78.8
(8.9)

Other intangibles, net

72.7

69.9

Goodwill and other intangibles, net

$282.6

$262.6

Software and Development Costs
Purchased software
CII development cost
Other software development cost

$ 40.8
83.6
22.1

$ 34.0
44.2
18.5

146.5
(36.1)

96.7
(24.1)

$110.4

$ 72.6

Accumulated amortization
Software and development costs, net

Years Ended December 31,
Depreciation and Amortization

1996

Depreciation and amortization
of property, plant and
equipment
$44.4
Amortization of goodwill
12.5
Amortization of other intangibles
6.4
Amortization of software and
development costs
13.1
Other amortization
(2.5)
Total

$73.9

1995

1994

$39.1
9.9
3.4

$31.9
5.7
1.6

10.6
0.4

3.1
—

$63.4

$42.3

Total current assets
Equipment and Improvements, net
Capitalized Software Costs, net
Investment in Clinitec
International, Inc.
Other Assets
Total assets

1996

1995

$34,683,000
572,000
599,000

$11,375,000
535,000
502,000

976,000
442,000

256,000

$37,272,000

$12,668,000

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 2 (In Part): Summary of Significant Accounting
Policies
Software Development Costs - Development costs in
curred in the research and development of new software
products and enhancements to existing software prod
ucts are expensed as incurred until technological feasi
bility has been established. After technological feasibility
is established, any additional development costs are
capitalized in accordance with Statement of Financial Ac
counting Standards No. 86, “Accounting for the Costs of
Computer Software to be Sold, Leased or Otherwise
Marketed.” Such costs are amortized over the lesser of
five years or the economic life of the related product. Be
ginning in fiscal 1996, the amortization period for new
costs was changed to three years, the impact of which
was immaterial in fiscal 1996. The Company performs an
annual review of the recoverability of such capitalized
software costs. At the time a determination is made that
capitalized amounts are not recoverable based on the
estimated cash flows to be generated from the applicable
software, any remaining capitalized amounts are written
off.
Note 4. Capitalized Software Costs
Capitalized software costs at March 31, 1996 and
1995 were net of accumulated amortization of $867,000
and $582,000, respectively.
Information related to net capitalized software costs is
as follows:
1996

1995

1994

Beginning of year
Capitalized
Amortization

$502,000
382,000
(285,000)

$509,000
191,000
(198,000)

$491,000
183,000
(165,000)

End of year

$599,000

$502,000

$509,000

Years Ended March 31
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Property Held For Sale
L. B. FOSTER COMPANY (DEC)
(In thousands)

1996

1995

Total Current Assets
Property, Plant And Equipment
at cost (Note 6)
Property Held For Resale (Note 5)
Deferred Tax Assets
Other Assets

$ 95,656

$ 92,727

20,467
4,022
3,253

22,605
4,545
2,018
2,528

Total Assets

$123,398

$124,423

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 5. Property Held for Resale
Property held for resale at December 31, 1996 and
1995, consists of the following:
(In thousands)
Location:
Parkersburg, WV
Windsor, NJ
Marrero, LA
Houston, TX
Navasota, TX
Other
Property held for resale

1996

1995

$3,003

143

$2,920
985
615
261
356
393

4,022

5,530

615
261

Assets having sales commitments
within one year

985
$4,022

$4,545

The Parkersburg, West Virginia, location produces Fos
terweld spiralweld pipe used for water transmission and
other applications. During 1995, the Company decided
that this product did not meet the Company’s long-term
strategic goals. The assets of this operation include ma
chinery and equipment, buildings and leasehold im
provements. During 1995 and 1995, the location gener
ated net sales and operating profit of approximately
$13,300,000 and $2,000,000 and $10,300,000 and
$300,000, respectively, which are included in the Com
pany’s tubular segment. The Company is currently nego
tiating with several buyers. However, the outcome of
these discussions is uncertain at this time.
The Windsor, New Jersey, location formerly produced
Fosterweld pipe and was used for yard storage. Assets
of the location consisted of land and land improvements.
During 1995, the effect of adopting SFAS No. 121 in
cluded an impairment loss of $268,000 based on the es
timated sales value of the assets. The Company
disposed of these assets in 1996 and received proceeds
equal to the net book value of these assets.

The Marrero, Louisiana, location was formerly used for
yard storage. Assets of the location consist of land no
longer used in the Company’s business. The land is cur
rently being leased to a third party. The Company does
not anticipate disposing of the land during 1997.
The Houston, Texas, location was formerly a pipe coal
tar coating facility. Assets of the location consist of land
no longer used in the Company’s business. The land has
been listed for sale, although no assurances can be
given that the land will be sold during 1997.
The Navasota, Texas, location produced couplings
used in the Company’s threaded products business and
was included in the tubular products business segment.
The assets of this operation included machinery and
equipment, buildings and land. Separate net sales and
operating profits for this location cannot be identified.
During 1996, the Company disposed of these assets
through a capitalized lease and is recognizing the gain
on these assets by using the installment method of ac
counting for this capitalized lease. The gain recognized
was immaterial in 1996.
KNAPE & VOGT MANUFACTURING COMPANY
(JUN)

Total Current Assets
Property and Equipment
Land and improvements
Buildings
Machinery and equipment
Less accumulated depreciation
Net Property and Equipment
Net Property and Equipment of
Discontinued Operation (Note 3)
Goodwill, net
Other Assets

1996

1995

$52,733,409

$55,342,574

1,981,144
18,194,668
61,953,623

1,980,621
18,066,497
57,673,428

82,129,436
31,747,827

77,720,546
29,021,761

50,381,608

48,698,785

1,775,225
18,916,360
5,418,557

3,376,618
19,422,953
4,592,784

$129,225,159

$131,433,714

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
3. Discontinued Operation
On August 20, 1996, the Company announced its deci
sion to sell the Roll-it division of Knape & Vogt Canada
Inc. (Roll-it), the Company’s store fixture operation. Rollit is reported as a discontinued operation, and the con
solidated financial statements have been reclassified to
segregate the net assets and operating results of the
business.
The estimated loss on the sale of Roll-it is $3.9 million,
which includes a reduction in asset values of $3.6 million
and a provision for anticipated closing costs and operat
ing losses until disposal of $.3 million. The loss is re
ported net of an income tax benefit of $1.2 million, for an
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after-tax loss of $2.7 million. The amounts are based on
estimates of the proceeds expected to be realized on the
sale of the store fixture operation. The amounts the
Company will ultimately realize could differ materially in
the near term from the amounts assumed in arriving at
the loss on disposal of the discontinued operation. Sum
mary operating results of the discontinued operation (in
thousands) are as follows:
June 30,
Revenues
Costs and expenses
Income (loss) before taxes
Income tax expense (benefit)
Net income (loss)

1996

1995

1994

$13,540
13,990

$14,851
13,823

$14,371
13,056

1,028
374

1,315
472

(450)
(112)
$ (338)

$

654

$

843

Net assets of the discontinued operation at June 30,
1996, of approximately $3.6 million consisted of $1.8 mil
lion of current assets, deductions for an allowance for the
estimated loss on disposal, estimated operating losses to
the anticipated disposal date, current liabilities and $1.8
million of equipment.
MICHAEL FOODS, INC. (DEC)

Total current assets
Property, Plant and Equipment At Cost
Land
Buildings and improvements
Machinery and equipment
Less accumulated depreciation
Other Assets
Goodwill, net
Net assets held for sale
Other

1996

1995

$115,931,000

$102,971,000

4,110,000
97,470,000
225,215,000

4,117,000
95,109,000
203,557,000

326,795,000
144,556,000

302,783,000
118,642,000

182,239,000

184,141,000

53,602,000
3,486,000
9,401,000

57,829,000
4,431,000
9,855,000

66,489,000

72,115,000

$364,659,000

$359,227,000

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note C. Net Assets Held For Sale
In the fourth quarter of 1993 the Company disposed of a
product line which produced reduced cholesterol liquid
whole eggs and restructured certain of its other opera
tions. As a result of these actions the Company recorded
net assets held for sale of $11,939,000 at December 31,
1993. Certain of the net assets held for sale were dis
posed of during 1994 through 1996. Various egg operat
ing assets continue to be held for sale, together with the
construction project described in Note B, which have ag
gregate estimated fair values of $3,486,000 at December
31, 1996.

A.O. SMITH CORPORATION (DEC)
1996

1995

Total Current Assets
Net property, plant, and equipment
Investments in and advances to
joint ventures
Other assets
Net long-term assets-discontinued
operations

$239,210
182,600

$257,707
161,876

14,579
90,945

3,528
97,322

357,654

245,220

Total Assets

$884,988

$765,653

(Dollars in thousands)

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
2 (In Part): Discontinued Operations
On January 27, 1997, the corporation reached a defini
tive agreement to sell its automotive products business.
The sale price of the transaction, which excludes the
sale of the corporation’s Mexican affiliate, is approxi
mately $625 million, subject to final adjustment. Closing
is expected to occur early in the second quarter of 1997.
The corporation also intends to sell its interest in its
Mexican affiliate, which had been accounted for under
the equity method.
The results of the automotive businesses have been
reported separately as discontinued operations. Prior
year consolidated financial statements have been re
stated to present the automotive businesses as discon
tinued.
The components of the net assets of discontinued op
erations included in the consolidated balance sheets are
as follows:
December 31 (Dollars in thousands)
Current assets
Receivables
Inventories
Customer tooling
Other current assets
Less current liabilities
Trade payables
Accrued payroll and benefits
Other current liabilities
Net current assets
Long-term assets
Investments in affiliated companies
Deferred model change
Net property, plant, and equipment
Other assets
Less long-term liabilities
Deferred income taxes
Postretirement benefit obligation
Net long-term assets

1996

1995

$ 19,718
32,882
54,368
16,711

$ 43,552
28,459
31,105
13,320

61,261
26,984
21,598

41,033
25,735
25,787

$ 13,836

$ 23,881

$ 48,454
24,181
365,785
18,005

$ 25,203
25,246
274,658
8,848

39,095
59,676
$357,654

31,197
57,538
$245,220
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S egregated Funds
BRUNSWICK CORPORATION (DEC)
(In million)

1996

1995

$ 685.4

$ 582.9

Other assets
Cash held for acquisition of Igloo
Holdings, Inc.
Goodwill
Other intangibles
Investments
Other long-term assets

143.0
352.4
137.9
87.5
154.4

119.0
85.0
85.0
116.7

Other assets

875.2

479.6

2,802.4
—

2,310.6
23.5

Net property

Assets of continuing operations
Net assets of discontinued operations

—

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
2 (In Part): Acquisitions
On November 18, 1996, the Company signed a definitive
agreement to acquire the stock of Igloo Holdings, Inc.
The purchase was completed on January 3, 1997. At
December 31, 1996, cash of $143.0 million was classi
fied in long-term assets as cash held for acquisition of Ig
loo Holdings, Inc.

WAUSAU PAPER MILLS COMPANY (AUG)
(Dollar amounts in thousands)

HOMASOTE COMPANY (DEC)

Net property, plant, and equipment
Other Assets
Deferred income taxes (note 5)
Debt acquisition costs, net
Restricted cash (note 4)
Other

charged at the variable rate of interest due on the Bonds
(4.4% at December 31, 1996). In connection with the
Agreement, the Authority also entered into a trust inden
ture with a bank to serve as trustee and tender agent for
the loan proceeds. Principal and interest are payable
monthly to the trustee in varying amounts through 2006.
The funds held by the bank amounted to $2,957,373 at
December 31, 1996 and are classified as a restricted
non-current asset in the accompanying 1996 consoli
dated balance sheet. The Company believes these funds
will be sufficient to cover its remaining capital expendi
ture commitments in 1997. The trust indenture is secured
in part by the Agreement and by a direct pay Letter of
Credit facility issued by another bank in the face amount
of $4,209,000. The Letter of Credit facility contains finan
cial and other restrictive covenants including minimum
tangible net worth and other financial ratios. In order to
reduce its risks from interest rate fluctuations under the
Agreement, the Company entered into a five-year inter
est rate cap agreement with a bank. The agreement enti
tles the Company to receive, on a monthly basis, the
amounts, if any, by which the interest payments on the
Bond exceed 4.5% per annum. The aggregate maturities
of long-term debt for each of the five years subsequent
to December 31, 1996 are as follows: 1997, $152,500,
1998, $391,250, 1999, $405,833, 2000, $416,250, 2001,
$431,250, thereafter $2,342,917.

1996

1995

$7,539,476

$5,695,084

57,864
226,697
2,957,373
1,302,492

103,440
—

1996

1995

Total property, plant and equipment

$330,536

$292,191

Other Assets
Cash restricted tor capital additions
Deferred charges and other assets

3,844
13,408

14,732
7,746

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

—

1,078,795

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 4 (In Part): Debt
In November 1996, the Company entered into a loan
agreement (the “Agreement”) and promissory note with
the New Jersey Economic Development Authority (the
“Authority”). Under the Agreement, the Authority loaned
the Company $4,140,000 out of the proceeds from the
issuance of the Authority’s Economic Growth Bonds
(Greater Mercer County Composite Issue) 1996 Series E
(the Bonds) to be used in connection with specified capi
tal expenditures described in the Agreement. Interest is

Note 4 (In Part): Debt
During 1995, the company borrowed $19 million related
to industrial development bonds issued by a local gov
ernmental unit. The variable rate bonds require quarterly
interest payments and had an interest rate of 3.70% at
August 31, 1996. The company also pays fees for a
bank letter of credit and remarketing services related to
the bonds which it includes in net interest expense. The
interest rate can be converted to a fixed rate, at the com
pany’s option, after which semi-annual interest payments
will be required. The bonds mature on July 1, 2023. At
August 31, 1996, bond proceeds of $3,844,000 were not
disbursed and are reflected as an asset on the balance
sheet.
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Cash V alue of Life Insurance

ROWE FURNITURE CORPORATION (NOV)

GAMMA BIOLOGICALS, INC. (MAR)

($ thousands)

1996

1995

$37,827

$32,730

249
16,606
24,522

249
16,185
21,688

Less accumulated depreciation

41,377
26,987

38,122
25,027

Net property and equipment

14,390

13,095

3,518

3,402

8,402
143

8,650
158

12,063

12,210

$64,280

$58,035

Total current assets
1996

1995

$11,241,899

$12,323,544

284,147
5,437,365
4,573,877
567,581

284,147
4,788,218
3,672,214
530,290

Total
Less accumulated depreciation
and amortization

10,862,970

9,274,869

5,684,907

5,084,309

Property - net

5,178,063

4,190,560

1,729,774
275,964

1,531,998
337,806

$18,425,700

$18,383,908

Total current assets
Property:
Land
Building and improvements
Machinery and equipment
Furniture and fixtures

Cash value of life insurance
Other
Total assets

Property And Equipment
Land
Buildings and leasehold improvements
Machinery and equipment

Other Assets
Cash value of life insurance (Note 4)
Investment property (net of accumulated
depreciation of $1,895,000 in 1996 and
$1,631,000 in 1995)
Miscellaneous
Total other assets

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 4. Cash Value of Life Insurance
Cash value of life insurance consists primarily of contrac
tual rights under split-dollar life insurance agreements on
the lives of certain officers and directors. The company
owns the policies and pays the premiums. Each insured
party is required to reimburse the company for the an
nual economic benefit that the insured party receives.
The premiums paid by the company less amounts reim
bursed by the insured party (net premiums) accrue inter
est at 3% per year. The company can borrow against the
policies. With the company’s permission, the insured par
ties can also secure loans against the policies. The com
pany can elect to pay the interest accruing on loans se
cured by insured parties.
Upon death of an insured party, the insured party’s es
tate must repay all loans against the policy and accrued
interest (plus 3%) previously paid by the company. Addi
tionally, policy proceeds in excess of the amount (net
premiums paid plus interest) due to the company under
terms of the split-dollar insurance agreements will be dis
tributed to the designated beneficiaries of the insured
party.

Note 4-Deferred Compensation Plans
Effective December 1, 1986, as amended in 1991, the
Company established deferred compensation contracts
for certain officers of the Company. The contracts fixed a
minimum level for retirement benefits to be paid to par
ticipants based on age at retirement with the Company.
The contracts are not funded. Charges to expense were
$488,000 in 1996, $402,000 in 1995 and $405,000 in
1994.
The Company also has deferred compensation agree
ments with key employees. Vesting is based upon age
and years of service. Life insurance contracts have been
purchased which may be used to fund these agree
ments. The charges to expense were $174,000 in 1996,
$150,000 in 1995 and $149,000 in 1994.
Effective December 1, 1994, the Company established
a Cash-Or-Deferred Non-Qualified Executive Retirement
Plan for certain officers and employees of the Company.
The Plan enables participants to defer income on a pre
tax basis and is not funded. The charge to expense was
$105,000 in 1996 and $82,000 in 1995.
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Note 11 (In Part): Financial Instruments and Fair Values

Forw ard Purchase Financing A greem ents
THE CLOROX COMPANY (JUN)
(In thousands)

1996

1995

Total current assets
Property, Plant and Equipment - Net
Brands, Trademarks, Patents and
Other Intangibles - Net
Investments in Affiliates
Other Assets

$ 573,845
551,437

$ 600,331
524,972

704,669
99,033
249,910

592,792
96,385
92,192

Total

$2,178,894

$1,906,672

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 1 (In Part): Significant Accounting Policies
Forward Purchase Financing Agreements. In connection
with the financing of acquisitions in Argentina in 1996
and the Brita water filtration systems business in Canada
in 1995, the Company entered into forward purchase
agreements with third parties whereby the Company has
purchased preferred stock of certain of its foreign sub
sidiaries for future delivery from third parties who have
the right to acquire the preferred stock according to the
terms of certain subscription agreements. The differ
ences between the purchase prices and the third party
subscription prices are being accreted on a straight-line
basis over the terms and agreements.
Note 7. Other Assets

Fair Values-The Company has used market information
for similar instruments and applied judgment to estimate
fair values of financial instruments. The carrying values
of cash and short-term investments, accounts receivable
and payable, and short-term debt approximate fair val
ues due to their short-term nature. The values of other fi
nancial instruments at June 30 are (in thousands):
1996

1995

Book
Forward
purchase
financing
agreements $146,524
Long-term
debt
(356,267)
Foreign
exchange
contracts
—
Interest rate
swaps
—

Fair

Book

Fair

$146,524

$31,138

$31,138

(373,267)

(253,079)

(275,579)

(211)
(4,095)

1996

1995

Forward purchase financing
agreements
Other

$146,524
103,386

$31,138
61,054

Total

$249,910

$92,192

The cost to acquire preferred stock of certain foreign
subsidiaries according to terms of forward purchase
financing
agreements
was
$141,183,000
and
$31,138,000 at June 30, 1996 and 1995, respectively.
The difference between cost and third party subscription
price of the preferred stock is being accreted on a
straight-line basis over five years. The amount of accre
tion included in other income was $5,341,000 in 1996.

—

(3,539)

Deferred C onsolidation Costs
LOCKHEED MARTIN CORPORATION (DEC)
(In millions)

The major components are (in thousands):

426

Total current assets
Property, plant and equipment
Intangible assets related to contracts
and programs acquired
Cost in excess of net assets acquired
Other assets

1996

1995

$ 9,940
3,721

$ 8,208
3,134

1,767
10,394
3,435

1,553
2,794
1,869

$29,257

$17,558

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 4 (In Part): Restructuring and Other Charges
During the first quarter of 1995, the Corporation recorded
a pretax charge of $165 million for merger related ex
penses in connection with the formation of Lockheed
Martin. During the second quarter of 1995, the Corpora
tion recorded a pretax charge of $525 million in conjunc
tion with a corporate-wide consolidation plan under
which the Corporation would close certain facilities and
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laboratories and eliminate duplicative field offices in the
U.S. and abroad, eliminating up to approximately 12,000
positions. The charge represented the portion of the ac
crued costs and net realizable value adjustments that
were not probable of recovery. The after-tax effect of
these charges was $436 million, or $1.96 per common
share assuming full dilution. As of December 31, 1996,
cumulative merger related and consolidation payments
were approximately $452 million, which primarily relate
to the formation of the Corporation, the elimination of po
sitions and the closure of foreign and domestic offices
and facilities.
During 1996, the Corporation incurred costs antici
pated in the 1995 consolidation plan which had not met
the requirements for accrual earlier. These costs include
relocation of personnel and programs, retraining, proc
ess re-engineering and certain capital expenditures,
among others. Management estimates that, consistent
with the original 1995 consolidation plan, $750 million of
such costs will be incurred in the future, and currently an
ticipates that the remaining consolidation actions will be
substantially completed by the end of 1998.
Under existing U.S. Government regulations, certain
costs incurred for consolidation actions that can be dem
onstrated to result in savings in excess of the cost to im
plement can be deferred and amortized for government
contracting purposes and included as allowable costs in
future pricing of the Corporation’s products and services.
Included in other assets at December 31, 1996 is ap
proximately $250 million of deferred costs that will be re
flected in future sales and cost of sales.

Tim berlands
POTLATCH CORPORATION (DEC)
(Dollars in thousands)
Total current assets
Land, other than timberlands
Plant and equipment, at cost less
accumulated depreciation of
$1,180,023 ($1,096,984 in 1995)
Timber, timberlands and related
logging facilities, net (Note 3)
Other assets

1996

1995

$ 378,111
9,088

$ 477,249
9,089

1,465,682

1,356,020

349,466
63,332

352,321
70,632

$2,265,679

$2,265,311

SUMMARY OF PRINCIPAL ACCOUNTING POLICIES
Properties
Property, plant and equipment are valued at cost less ac
cumulated depreciation. Depreciation of buildings, equip
ment and other depreciable assets is determined by us
ing the straight-line method on estimated useful lives.
Estimated useful lives of plant and equipment range from
2 to 40 years.
Timber, timberlands and related logging facilities are
valued at cost net of the cost of fee timber harvested and
depreciation or amortization. Logging roads and related
facilities are amortized over their useful lives or as re
lated timber is removed. Cost of fee timber harvested is
determined annually based on the estimated volumes of
recoverable timber and related cost.
Major improvements and replacements of property are
capitalized. Maintenance, repairs, and minor improve
ments and replacements are expensed. Upon retirement
or other disposition of property, applicable cost and ac
cumulated depreciation or amortization are removed
from the accounts.
Any gains or losses are included in earnings.
NOTES TO FINANCIAL STATEMENTS
3. Timber, Timberlands and Related Logging Facilities
(Dollars in thousands)
Timber and timberlands
Related logging facilities

1996

1995

$314,032
35,434

$321,439
30,882

$349,466

$352,321

Timber, timberlands and related logging facilities are
stated at cost less cost of fee timber harvested and am
ortization. Cost of fee timber harvested amounted to
$18.9 million in 1996 ($16.2 million in 1995 and $15.1
million in 1994). Amortization of logging roads and re
lated facilities amounted to $1.3 million in 1996 ($1.3 mil
lion in 1995 and $1.1 million in 1994).
The company purchases logs under cutting contracts
from federal, state and local governments and from pri
vate landowners. Such cutting contracts cover areas of
varying size and generally have terms ranging from a
few months to several years. The company enters into
many such contracts each year. At December 31, 1996,
the company estimated its total commitments under such
contracts was $55.6 million, which was not significantly
different from market value.
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COHERENT, INC. (SEP)

CURRENT LIABILITIES
Paragraphs 7 and 8 of Chapter 3A of Accounting Re
search Bulletin No. 43, as amended by Statement of Fi
nancial Accounting Standards No. 6 and Statement of Fi
nancial Accounting Standards No. 78, discuss the nature
of current liabilities. Examples of the various types of cur
rent liabilities follow.

(In thousands)
Current Liabilities;
Short-term borrowings
Current portion of long-term
obligations
Accounts payable
Income taxes payable
Other current liabilities
Total current liabilities

1996

1995

$ 4,160

$ 7,016

4,221
12,425
12,395
61,666

5,285
11,688
4,165
50,011

94,867

78,165

S HO RT-TERM DEBT
NOTES TO FINANCIAL STATEMENTS
Table 2-20 lists the captions used by the survey compa
nies to describe short-term notes payable, loans payable
and commercial paper. Such short-term obligations are
financial instruments as defined in Statement of Finan
cial Accounting Standards No. 105.
Statement of Financial Accounting Standards No. 107
requires that the fair value of short-term notes payable,
loans payable, and commercial paper be disclosed if it is
practicable to estimate fair value. 254 survey companies
disclosed fair value information for short-term debt. 214
companies stated that fair value approximated carrying
amount; 26 companies stated that market quotes were
used to estimate fair value; and 24 companies stated
that discounted cash flows were used to estimate fair
value.
Examples of short-term debt presentations and disclo
sures follow.

TABLE 2-20: SHORT-TERM DEBT
1996

1995

1994

1993

65
152

66
146

69
150

69
147

... 115
... 69
... 26
Total Presentations............. . . 427

114
60
32

119
57
32

104
64
26

418

427

410

377
223

378
222

368
232

600

600

600

Description

Notes or loans
Payee indicated...................
Payee not indicated..............
Short-term debt or
borrowings........................
Commercial paper.................
Other....................................

...
...

Number of Companies

Showing short-term debt........ ... 371
Not showing short-term debt... ... 229
Total Companies................. ..

600

Note 6. Short-Term Borrowings
Short-term borrowings consist of the following:
1996

1995

Borrowings under bank credit lines
Note payable due to minority interest
in subsidiary
Note payable for Adlas acquisition

(In thousands)

$2,252

$1,541

1,908

2,003
3,472

Short-term borrowings

$4,160

$7,016

The note payable to minority interest in subsidiary is due
upon four weeks notice from the note holder and bears
interest at FIBOR (Frankfurt Interbank Offered Rate) plus
0.5% with a maximum of 9.0%.
The Company maintains lines of credit worldwide with
several banks. The Company’s primary domestic line of
credit is a $10,000,000 unsecured revolving account
from Bank of America which expires March 31, 1997. In
addition, the Company has several foreign lines of credit
which allow it to borrow in the applicable local currency.
These lines of credit total $27,073,000 and are concen
trated in Germany and Japan. The Company’s lines of
credit generally provide borrowing at the bank reference
rate or better which varies depending on the country
where the funds are borrowed. The Company’s domestic
lines of credit are generally subject to standard cove
nants related to financial ratios, profitability and dividend
payments. The Company was in compliance with all fi
nancial covenants at September 28, 1996.
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E.l. DU PONT DE NEMOURS AND COMPANY
(DEC)
(Dollars in millions)
Current Liabilities
Accounts Payable
Short-Term Borrowings and Capital
Lease Obligations (Note 14)
Income Taxes
Other Accrued Liabilities
Total Current Liabilities

1996

1995

$2,757

$2,636

3,910
526
3,794

6,157
470
3,468

10,987

12,731

NOTES TO FINANCIAL STATEMENTS
(Dollars in millions)
14. Short-Term Borrowings and Capital Lease
Obligations
December 31
Commercial paper1
Private placement commercial paper
Bank borrowings:
U.S. dollars
Other currencies2
Medium-term notes payable
within one year
Long-term borrowings payable
within one year
Industrial development bonds payable
on demand
Capital lease obligations

1996

1995

$1,663
1,318

$1,247
3,686

61
136

9
290

372

316

300

551

51
9

51
7

$3,910

$6,157

GENUINE PARTS COMPANY (DEC)
(dollars in thousands)
Current Liabilities;
Trade accounts payable
Revolving line of credit (Note 2)
Accrued compensation
Accrued expenses
Dividends payable
Income taxes payable
Total Current Liabilities

1996

1995

$401,842
47,000
41,325
22,189
40,258
15,765

$331,704
45,000
33,802
24,810
38,401
1,807

568,379

475,524

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

1 1995 includes an interest rate swap that converted $50 of float
ing rate borrowings to a fixed rate obligation of 8.3 percent, as
part of the program to manage the fixed and floating rate mix of
total borrowings.
2

Unused short-term bank credit lines were approxi
mately $4,500 and $5,400 at December 31, 1996 and
1995, respectively. These lines support short-term indus
trial development bonds, a portion of the company’s
commercial paper program and other borrowings.
The weighted average interest rate on short-term bor
rowings outstanding at December 31, 1996 and 1995
was 6.0 percent and 6.1 percent, respectively.

1995 includes notes denominated as 160 million Australian
dollars with a 16.5 percent Australian dollar fixed interest rate
issued by the company’s majority-owned Canadian subsidiary,
which were effectively converted to a Canadian dollar borrow
ing with an implicit 12.43 percent Canadian dollar fixed interest
rate.

The estimated fair value of the company’s short-term
borrowings, including interest rate financial instruments,
based on quoted market prices for the same or similar is
sues or on current rates offered to the company for debt
of the same remaining maturities, was $3,900 and
$6,200 at December 31, 1996 and 1995, respectively.
The decrease in estimated fair value in 1996 was primar
ily due to lower short-term borrowing levels.

2. Credit Facilities
In June 1995 the Company obtained a $100,000,000 un
secured revolving line of credit with a bank which ma
tured in May 1996. The note was renewed in May 1996
and matures in May 1997, bearing interest at the bank’s
cost of funds rate plus .10% (5.48% as of December 31,
1996). At December 31, 1996 and 1995, respectively,
$47,000,000 and $45,000,000 was outstanding under
this line.
In December 1995 the Company converted
$50,000,000 of amounts outstanding under the line of
credit into an unsecured term note which matures in De
cember 2000 and bears interest at a fixed rate of 5.98%.
In December 1996 the Company signed a $50,000,000
unsecured term note which matures in December 2001
and bears interest at a floating rate of LIBOR plus .25%
(5.92% as of December 31, 1996). Other long-term debt
of $10,241,000 and $10,607,000 at December 31, 1996
and 1995, respectively, consists of various industrial de
velopment bonds and other obligations which bear inter
est at varying rates and mature at varying dates through
2004. The current portion of this long-term debt is in
cluded in accrued expenses.
The Company believes that the fair value of these fi
nancial instruments approximates the carrying value.
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JACOBS ENGINEERING GROUP INC. (SEP)
(In thousands)
Current Liabilities:
Notes payable
Accounts payable
Accrued liabilities
Customers’ advances in excess
of related revenues
Income taxes payable

1996

1995

694
60,799
110,061

$ 16,632
63,767
109,168

47,052
9,469

54,496
11,212

228,075

255,275

$

Total current liabilities

NALCO CHEMICAL COMPANY (DEC)
(In millions)

1996

1995

Current Liabilities
Short-term debt
Accounts payable
Accrued compensation
Other accrued expenses
Income taxes

$ 31.3
114.6
32.3
65.7
45.8

$ 95.0
126.9
27.3
71.9
34.7

Total Current Liabilities

289.7

355.8

NOTES TO FINANCIAL STATEMENTS
NOTES TO FINANCIAL STATEMENTS
Note 14: Short-term Debt
2 (In Part): Notes Payable To Banks And Long-term Debt
Short-term Credit Arrangements
At September 30, 1996, the Company had $51,660,000
available through multiple bank lines of credit, under
which the Company may borrow on an overdraft or short
term basis. Interest under these lines is determined at
the time of borrowing based on the banks’ prime or base
rates, rates paid on certificates of deposit, the banks’ ac
tual costs of funds or other variable rates. The agree
ments require payment of a fee of 0.25 percent of the av
erage unused portion of the facilities, as well as require
the Company to maintain certain minimum levels of
working capital and net worth. Two of the agreements
limit borrowings by the amount of letters of credit out
standing under the facility. Borrowings under the lines
are unsecured and the lines generally extend through
March 1997.
Other information regarding the lines of credit for the
years ended September 30, 1996, 1995 and 1994 was
as follows (dollars in thousands):

Amount outstanding at
year end
Weighted average interest
rate at year end
Weighted average
borrowings outstanding
during the year
Weighted average interest
rate during the year
Maximum amount
outstanding during
the year

1996

1995

1994

694

$16,587

$ 9,152

7.00%

7.63%

6.18%

$12,270

$12,328

$ 9,685

7.10%

7.11%

5.45%

$17,406

$28,203

$24,763

$

Short-term debt consists of the following:
(In millions)

1996

1995

Commercial paper borrowings
Current maturities of long-term debt
Notes payable

$ 3.0
6.4
21.9

$45.0
28.2
21.8

$31.3

$95.0

The weighted average interest rate on short-term debt
was 7.7 percent and 7.8 percent at December 31, 1996
and 1995, respectively.
For general purposes and to support the ESOP loans
and the issuance of commercial paper, Nalco had a
$260 million Revolving Credit Agreement (RCA) with ten
banks. This agreement was structured as a five-year re
volving credit. Borrowings under the agreement would
have been at rates which, at Nalco’s option, varied with
the prime rate, CD rate, LIBOR, or money market rates.
The credit line carried a facility fee of .10 percent. The
credit arrangements were unused at December 31, 1996
and 1995.
The $260 million RCA was replaced effective January
31, 1997 with a $350 million RCA with eleven banks.
Terms of this new RCA are substantially similar to those
of the previous RCA, with a facility fee of .08 percent.
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Note 18: Fair Value Of Financial Instruments

PRAB, INC. (OCT)

The following table presents the carrying amounts and
fair values of the Company’s financial instruments at De
cember 31, 1996 and 1995:
1995

1996
(In millions)

Carrying
Amount

Nonderivatives:
Cash and cash equivalents $38.8
Short-term debt
31.3
Long-term debt
252.6
Derivatives:
Miscellaneous other assets
1.6
—
Other liabilities

Fair Carrying
Value Amount

Fair
Value

$38.8
31.3
253.8

$38.1
95.0
221.5

$38.1
95.0
224.4

3.3
3.1

3.3
7.7

—

2.7

The following methods and assumptions were used to
estimate the fair values of financial instruments:

1996
Current Liabilities
$
Note payable-Bank
Current portion of long-term debt
Accounts payable
Customer deposits
Salaries, wages and vacation
Commissions
Other accrued expenses
Income tax payable
Deferred revenue— Non-competition
agreement
Total current liabilities

904,000
360,000
988,435
189,187
412,609
316,133
309,881
—

1995
$

—
980,067
91,185
357,056
283,222
297,760
25,190

—

14,812

3,480,245

2,049,292

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 5 - Note Payable-Bank

Cash and cash equivalents: The carrying amount ap
proximates fair value because of the short-term maturi
ties of such instruments.
Short-term debt: The carrying amount approximates fair
value because of the short-term maturities of such instru
ments.
Long-term debt: The carrying amount of term borrowings
at variable interest rates approximates fair value. The fair
value of the Company’s fixed-rate ESOP borrowings was
estimated using discounted cash flow analyses, based
on the Company’s current borrowing rates for similar
types of borrowing arrangements.
Derivatives: The fair value of derivatives, including cur
rency swaps, foreign currency forward exchange con
tracts, and interest rate swaps was estimated based on
current settlement prices, quoted market prices of com
parable contracts, and pricing models or formulas using
current assumptions.

At October 31, 1996, the Company has available a
$1,670,000 line of credit under a commercial revolving
note, expiring March 1997, bearing interest at the bank’s
prime rate of interest plus 1/2% for an effective rate of
8.75% at October 31, 1996. Available borrowings are
based on a formula of eligible accounts receivable and
inventory.
The amount borrowed on the line of credit was
$904,000 and $0 at October 31, 1996 and 1995, respec
tively.
Note 17-Disclosures About Fair Value of Financial
Instruments
A summary of the fair value of the Company’s financial
instruments and the methods and significant assump
tions used to estimate those values is as follows:
Short-term Financial Instruments - The fair value of
short-term financial instruments, including cash and cash
equivalents, trade accounts receivable and payable and
certain accrued liabilities, approximates their carrying
amounts in the financial statements due to the short ma
turity of such instruments.
Notes Payable and Long-term Debt-The fair value of
the variable rate term note payable and line of credit ap
proximates their carrying amount since the currently ef
fective rates reflect market rates. The fair value of fixed
rate subordinated notes payable approximates their car
rying amount based on the Company’s estimated current
incremental borrowing rate for similar obligations with
similar terms.
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TR A D E A C C O U N TS PAYABLE

1 (In Part): Summary of Accounting Policies.
All the survey companies disclosed the existence of
amounts owed to trade creditors. As shown in Table 221, such amounts were usually described as Accounts
Payable or Trade Accounts Payable.
Fair value information disclosed by the survey compa
nies consisted of 158 companies stating that the carrying
amount of trade payables approximated fair value. Such
a disclosure is not required by Statement of Financial Ac
counting Standard No. 107.
Examples of trade accounts payable presentations
follow.

1996

1995

1994

1993

Accounts payable........................ 442
Trade accounts payable............... 117
Accounts payable combined
with accrued liabilities or
accrued expenses....................
28
Other captions...........................
13

435
125

438
126

421
118

31
9

22
14

45
16

600

600

600

600

DIMON INCORPORATED (JUN)
(In thousands)

TABLE 2-21: TRADE ACCOUNTS PAYABLE

Total Companies.....................

Accounts Payable. The company’s banking system pro
vides for the daily replenishment of major bank accounts
for check-clearing requirements. Accordingly, there were
negative book cash balances of $12 million, $14 million
and $12 million at December 31, 1996, 1995 and 1994,
respectively. Such balances result from outstanding
checks that had not yet been paid by the bank and are
reflected in accounts payable in the Consolidated Bal
ance Sheets.

1996

Current liabilities
Notes payable to banks
Accounts payable:
Trade
Officers and employees
Other
Advances from customers
Accrued expenses
Income taxes
Long-term debt current

$

Total current liabilities

1995
$233,736

65,970
24,074
14,462
74,153
51,797
5,359
10,618

56,559
20,714
13,173
49,224
57,359
11,199
11,558

246,433

453,522

BROWN GROUP, INC. (JAN)
Thousands

1997

1996

Current Liabilities
Notes payable
$ 62,000
Trade accounts payable
124,697
Employee compensation and benefits
31,164
Other accrued expenses
39,889
Income taxes
4,005
Current maturities of long-term debt
2,000

$112,000
106,113
28,448
43,043
4,335
2,000

Total Current Liabilities

263,755

TABLE 2-22: EMPLOYEE RELATED LIABILITIES

1996

1995

Current Liabilities
Current maturities of long-term debt $
—
Accounts payable
73,147
—
Payroll and employee benefits
—
Income taxes
Property taxes
10,016
Other current liabilities
30,932

$ 70,000
72,278
49,426
11,420
11,797
26,318

Total current liabilities

163,756

Table 2-22 shows the nature of employee related liabili
ties disclosed by the survey companies as current liabili
ties. Example of employee related liability presentations
and disclosures follow.

295,939

CONSOLIDATED PAPERS, INC. (DEC)
(Dollars in thousands)

E M PLO YEE- RELATED LIABILITIES

241,239

1996

1995

1994

1993

295
194

292
191

290
190

292
188

...
71
...
63
...
19
...
35
Total Presentations............. . . . 677

95
64
19
33

83
72
21
31

83
72
17
33

694

687

685

Description

Salaries, wages, payrolls,
commissions....................
Compensation......................
Pension or profit-sharing
contributions....................
Benefits...............................
Compensated absences..........
Other ..................................

...
...

Number of Companies

Disclosing employee related
liabilities........................... ...
Not disclosing...................... ...

500
100

509
91

510
90

506
94

Total Companies............... . . .

600

600

600

600
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UNITED FOODS, INC. (FEB)

AMERICAN GREETINGS CORPORATION (FEB)
Thousands of dollars

1996

1995

Current Liabilities
Debt due within one year
Accounts payable
Payroll and payroll taxes
Retirement plans
Dividends payable
Income taxes
Other current liabilities

$119,174
144,242
57,562
17,151
11,975
21,210
82,533

$123,407
140,660
53,136
20,633
10,426
13,988
—

Total current liabilities

453,847

362,250

THE LTV CORPORATION (DEC)

Current Liabilities;
Accounts payable
Accruals:
Compensation and related taxes
Pension contributions
Income taxes
Workers’ compensation claims
(Note 9)
Interest
Miscellaneous
Current maturities of long-term
debt
Total Current Liabilities

(In millions)
Current liabilities
Accounts payable
Accrued employee compensation
and benefits
Other accrued liabilities
Total current liabilities

1996

1995

$351.1

$ 255.0

372.9
175.0

408.4
183.3

899.0

846.7

1995

$11,092,000

$8,301,000

2,816,000
550,000
206,000

4,401,000
458,000
742,000

1,144,000
665,000
695,000

1,371,000
342,000
832,000

4,667,000

4,302,000

21,835,000

20,749,000

NOTES TO FINANCIAL STATEMENTS
Note 9 (In Part): Commitments and Contingencies

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Other Liabilities
Current accrued employee compensation and benefits
included the following at December 31 (in millions):

Pension benefits
Postemployment health care and other
insurance benefits
Compensated absences
Other

1996

1996

1995

$ 24.1

$ 59.3

134.5
49.9
164.4

137.6
49.6
161.9

$372.9

$408.4

1996

1995

D. Workers’ Compensation
The Company is self-insured for workers’ compensation
claims up to $300,000 each. Provisions for expected fu
ture payments are accrued based on the company’s esti
mate of its aggregate liability for all open claims. The
Company has secured its liability for potential worker’s
compensation claims in the states of California and Ore
gon by obtaining a standby letter of credit and a bond in
the amount of approximately $1,250,000 and $300,000,
respectively.

INCO M E TA X LIABILITY
Table 2-23 summarizes the descriptive balance sheet
captions used to describe the current liability for income
taxes.

LABARGE, INC. (JUN)
TABLE 2-23: CURRENT INCOME TAX LIABILITY

(Dollars in thousands)
Current liabilities;
Short-term borrowings
Current maturities of long-term debt
Trade accounts payable
Accrued employee compensation
Other accrued liabilities
Current liabilities from discontinued
operations
Total current liabilities

$ 400
633
7,614
3,302
1,427

$ 2,500
1,670
5,013
1,398
994

13,376

11,844

269

1996

1995

1994

1993

Income taxes............................... 316
Taxes—type not specified............,. 44
Federal and state income taxes__ .. 15
Federal income taxes..................
5
Federal, state, and foreign
9
income taxes........................
8
Federal and foreign income taxes .
9
U.S. and foreign income taxes__
Other captions......................... .. 19
No current income tax liability___ .. 175

323
40
14
9

337
38
18
10

340
45
21
7

8
7
9
15
175

9
9
7
16
156

8
6
6
16
151

Total Companies..................... . 600

600

600

600
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DILLARD DEPARTMENT STORES, INC. (JAN)
(Amounts in thousands)

PITTWAY CORPORATION (DEC)

1997

Current Liabilities:
Trade accounts payable and
accrued expenses
Commercial paper
Federal and state income taxes
Current portion of long-term debt
Current portion of capital lease
obligations

1996

$ 536,695
128,738
46,220
181,564

$559,011
125,310
51,832
131,378

1,529

2,149

894,746

869,680

Total current liabilities

(Dollars in thousands)
Current Liabilities;
Notes payable (Note 4)
Long-term debt due within one year
(Note 4)
Dividends payable
Accounts payable
Accrued expenses
Income taxes payable
Retirement and deferred
compensation plans
Unearned income

ILLINOIS TOOL WORKS INC. (DEC)
In thousands

1996

1995

Current Liabilities;
Short-term debt
Accounts payable
Accrued expenses
Cash dividends payable
Income taxes payable

$ 390,425
248,062
512,927
23,538
44,373

$176,188
221,497
391,702
20,100
41,445

Total current liabilities

1,219,325

850,932

C U R R E N T AM O U N T OF LO NG -TERM DEBT
Table 2-24 summarizes the descriptive balance sheet
captions used to describe the amount of long-term debt
payable during the next year.
123 survey companies disclosed fair value information
for the current amount of long-term debt. 87 companies
stated that fair value approximated carrying amount; 18
companies stated that market quotes were used to esti
mate fair value; and 18 companies stated that dis
counted cash flows were used to estimate fair value.

TABLE 2-24: CURRENT AMOUNT OF LONG-TERM
DEBT
Number of Companies
1996 1995 1994 1993

Current portion of
long-term debt........................
Current maturities of
long-term debt........................
Long-term debt due or
payable within one year............
Current installment of
long-term debt........................
Current amount of
long-term leases....................
Other captions.........................

. 220

224

221

227

. 179

195

185

192

.

38

43

45

47

.

22

25

27

28

. 43
.1 5

47
9

49
15

47
12

1996

1995

$ 46,525

$32,212

3,933
1,724
102,077
53,937
5,685

3,788
1,766
68,700
46,310
5,644

6,782
3,538

6,503
3,185

224,201

168,108

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Dollars in thousands)
Note 4 - Debt
The average annual interest rate on short-term notes
payable was approximately 6.6% (5.7% domestic and
11.7% foreign) and 6.5% (5.9% domestic and 12.1% for
eign) at December 31, 1996 and 1995, respectively.
There are no compensating balance or commitment fee
requirements associated with these short-term borrow
ings. The Company has guaranteed indebtedness of
$1,250 relating to real estate ventures in which it
participates.
The company’s capitalized lease obligations are collat
eralized by certain equipment. Other long-term debt is
unsecured, bearing interest principally at 6% to 8%, with
maturities through 2003. Aggregate long-term maturities
due annually for the five years beginning in 1997 are
$3,933, $5,083, $7,701, $6,859, $6,039 and $62,234
thereafter.
THE TIMKEN COMPANY (DEC)
(Thousands of dollars)
Current Liabilities
Commercial paper
Short-term debt
Accounts payable and other
liabilities
Accrued pension contributions
Accrued postretirement benefits
cost
Salaries, wages and payroll taxes
Income taxes
Current portion of long-term debt
Total Current Liabilities

1996
$ 46,977
59,457

1995
$

5,037
54,727

237,020
18,724

229,096
43,241

19,746
86,556
29,072
30,396

22,765
74,460
30,723
314

527,948

462,363

Section 2: Balance Sheet
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OTHER CURRENT LIABILITIES

ADOLPH COORS COMPANY (DEC)

Table 2-25 summarizes other identified current liabilities.
The most common types of other current liabilities are
taxes not combined with federal income taxes, accrued
interest payable, and costs related to discontinued op
erations.

Current liabilities:
Current portion of long-term debt
Accounts payable;
Trade
Affiliates
Accrued salaries and vacations
Taxes, other than income taxes
Federal and state income taxes
Accrued expenses and other
liabilities

1996

1995

$ 17,000

$ 36,000

110,696
12,424
39,482
30,976
8,983

118,207
14,142
37,178
39,788
9,091

72,887

69,257

292,448

323,663

(In thousands)

TABLE 2-25: OTHER CURRENT LIABILITIES

Interest................................................. .
Taxes other than federal
income ta xe s................................... .
Estimated costs related to
discontinued o p e ra tio n s ..............
Insurance ............................................
Dividends p a y a b le ............................
Deferred re v e n u e ..............................
W a rra n tie s ..........................................
Custom er advances, d e p o s its ___
A d ve rtis in g ..........................................
Environm ental costs..........................
Deferred t a x e s ...................................
Billings on uncom pleted
co n tra c ts ..........................................
Due to affiliated c o m p a n ie s ............
R o y a ltie s ............................................
L itig a tio n ............................................
O ther-d escrib ed.................................

Number of Companies
1996 1995 1994 1993
124
124
124
121

Total current liabilities

123

122

139

132

SARA LEE CORPORATION (JUN)

92
71
71
67
67
56
51
49
47

108
78
75
58
54
54
45
51
46

130
78
78
54
54
55
39
53
53

142
75
82
47
54
58
44
39
42

(Dollars in millions)

23
15
15
14
85

28
24
11
20
118

31
22

31
24

N/C
N/C

N/C
N/C

115

101

Notes payable
Accounts payable
Accrued liabilities
Payroll and employee benefits
Advertising and promotion
Taxes other than payroll and income
Income taxes
Other
Current maturities of long-term debt
Total current liabilities

Current liabilities:
Accounts payable
Accrued and sundry liabilities
(Note 7)
Current portion of debt
Total current liabilities

AVON PRODUCTS, INC. (DEC)
1996

In millions
Current liabilities
Debt m aturing w ithin one year
Accounts payable
Accrued com pensation
Other accrued liabilities
Sales and other taxes
Income taxes
Total current liabilities

$

97.1
469.3
142.4
238.7
124.6
319.2
1,391.3

1995
$

47.3
419.7
109.3
277.3
101.8
289.9
1,245.3

1995

$ 319
1,592

$ 559
1,436

702
290
207
101
1,296
135

693
278
218
66
1,373
221

4,642

4,844

SPAN-AMERICA MEDICAL SYSTEMS, INC. (SEP)

N/C-Not Compiled.

Taxes Other Than Federal Income Taxes

1996

1996

1995

$2,117,643

$1,651,796

960,011
286,344

1,325,334
70,375

3,363,998

3,047,505

Current Liabilities

NOTES TO FINANCIAL STATEMENTS
7. Accrued and Sundry Liabilities
Accrued and sundry liabilities consist of the following:

Salaries, commissions and other
compensation
Federal and state income taxes
Payroll taxes accrued and withheld
Property taxes
Medical insurance
Customer deposits
Royalties
Interest and other

1996

1995

$ 492,530
15,822
18,428
130,000
43,327
43,773
96,548
119,583

$ 507,516
169,662
129,266
139,982
81,617
165,523
4,307
127,461

$960,011

$1,325,334

Costs/Liabilities Related To Discontinued
Operations
BETZDEARBORN INC. (DEC)
(In millions)
Current Liabilities
Trade accounts payable
Payroll and related taxes
Notes payable
Accrued restructuring costs
Other accrued liabilities
Income taxes
Dividends payable
Current portion of long-term debt
Total Current Liabilities

1996

1995

$ 68.9
47.8
0.8
30.9
67.5
10.6
1.0

$ 39.2
26.7
18.5
7.5
28.6
13.2
10.2
1.0

227.5

144.9

—

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
11: Integration/Restructuring
To achieve reductions in operating costs and to integrate
the operations of the former Betz Laboratories, Inc.
(Betz) and the former Dearborn business (Dearborn), the
Company has incurred incremental and non-recurring
expenses that are reported as Integration/Restructuring
operating expenses.
Integration expenses are incremental and non-recur
ring costs necessary to integrate Dearborn and Betz. In
tegration expenses in 1996 amounted to $20.4 million
and are associated with the activities of integration
teams responsible for merging the two companies for the
benefit of future operations and include items such as
consulting and legal fees, integration bonuses, training,
travel and Betz employee relocation expenses. These
costs are expensed as incurred and will continue in
1997, but are expected to be less than 1996 expenses.
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The provision for restructuring is for estimated exit
costs associated with the decisions to close Betz facili
ties and severance costs for Betz employees. These
costs are accrued when the decisions are announced
and exit costs can be reasonably estimated. A $9.6 mil
lion provision for restructuring, net of the 1995 provision
reversal noted below, was recorded in 1996 for the clo
sure of Betz facilities and the severance of Betz employ
ees located throughout the world. An additional $26.0
million restructuring provision for the closure of Dearborn
facilities and severance and relocation costs for world
wide Dearborn employees was also recorded in 1996.
The Dearborn provision increases the purchase price of
the Dearborn business in accordance with the purchase
method of accounting. These combined actions include
personnel reductions, office consolidations and asset
dispositions, including the shutdown of blending plants in
Winsford, United Kingdom; Fort Worth, Texas; Fort Sas
katchewan, Canada; and Heidelberg, Germany, and the
shutdown of administrative and research facilities in
Kanata, Canada; Lake Zurich, Illinois; and Hoboken, Bel
gium along with satellite laboratories and sales offices lo
cated throughout the world. The combined provision
covers employee termination benefits for approximately
540 technical, production, administrative and support
employees located throughout the world.
In connection with the Acquisition and restructuring de
cisions, at December 31, 1996, approximately $12.2 mil
lion of assets are held for sale. These assets, included in
property, plant and equipment, are primarily production
facilities of both Betz and Dearborn. The Company plans
to complete the sale of such facilities in 1997.
The $15.6 million provision for restructuring recorded
in 1995 was for a series of actions to reduce operating
costs. The provision included $7.8 million for the write
down associated with the closure of two blending plants
and other asset dispositions. The $7.8 million remaining
provision was primarily for employee termination benefits
covering approximately 150 technical, production, admin
istrative and support employees located primarily in the
U.S. As a result of the completion of these restructuring
actions, $3.5 million of the 1995 restructuring provision
was reversed in 1996. The lower than anticipated cost
resulted from fewer than planned terminations and
higher than planned attrition, along with lower than esti
mated losses on the closure of the Compton, California
plant.
A reconciliation of activity with respect to the 1996 and
1995 restructuring accruals is as follows (in millions):

Balance at beginning of year
Provision:
Included in Goodwill (see Note 2)
Charged to Statement of Operation—net
Cash Payments
Non-cash—Fixed asset writedowns and
foreign exchange translation
Balance at end of year

1996

1995

$7.5

$5.2

26.0
9.6
(11.4)

15.6
(5.5)

(0.8)

(7.8)

$30.9

$7.5

—

Section 2: Balance Sheet
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Although most major integration and restructuring deci
sions have been made, there may be additional actions
in 1997. The Company anticipates the restructuring
plans will be completed during 1997. Cash flows from
operations and available financing sources will be suffi
cient to implement the intended actions.

(In thousands)

EG&G, INC. (DEC)
1996

1995

$ 21,499
75,749
157,558

$ 5,275
72,759
168,671

4,990

3,746

259,796

250,451

(Dollars in thousands)
Current Liabilities:
Short-term debt
Accounts payable
Accrued expenses
Net liabilities of discontinued
operations (Note 4)
Total Current Liabilities

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
4. Discontinued Operations
The former DOE Support segment, which has provided
services under management and operations contracts, is
presented as discontinued operations in accordance with
Accounting Principles Board Opinion No. 30.
The EG&G Rocky Flats, Inc. contract terminated in
June 1995. The Reynolds Electrical and Engineering
Co., Inc. and the EG&G Energy Measurements, Inc. con
tracts expired on December 31, 1995. The EG&G Mound
Applied Technologies, Inc. contract, the company’s re
maining DOE management and operations contract, has
been extended by the DOE to June 3 0 , 1997 under exist
ing terms and conditions and could be extended for up to
an additional three months. Sales and income from the
Mound contract are dependent upon the negotiated work
scope and fee pools.
Summary operating results of the discontinued opera
tions were as follows:
(In thousands)
Sales
Costs and expenses

Given the nature of the government contracts, the Com
pany does not anticipate incurring any material loss on
the ultimate completion of the contracts.
Net assets (liabilities) of discontinued operations as of
December 29, 1996 and December 31, 1995 consisted
of the following:

1996
$141,181
132,449

1995

1994

$659,852 $1,300,064
638,719 1,259,369

Income from discontinued
operations before
income taxes
Provision for income taxes

8,732
3,056

21,133
7,397

40,695
14,243

Income from discontinued
operations, net of
income taxes

$5,676

$13,736

$26,452

Accounts receivable, primarily unbilled
Operating current liabilities

1996

1995

$ 2,050
(7,040)

$ 7,693
(11,439)

$ (4,990)

$ (3,746)

1996

1995

SPX CORPORATION (DEC)
Dollars in thousands
Current Liabilities:
Notes payable and current maturities
of long-term debt
Accounts payable
Accrued liabilities (Note 13)
Income taxes payable
Total current liabilities

$ 1,430
53,011
115,016
4,973

$

893
71,379
135,387
3,352

$174,430

$211,011

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Dollars in thousands
5 (In Part): Restructuring Charges
Specialty Service Tool Restructuring
In order to improve customer service, reduce costs, and
improve productivity and asset utilization, the company
decided to consolidate five existing Specialty Service
Tool divisions into two. This restructuring plan involved
closing two company owned manufacturing facilities, a
company owned distribution facility, several leased serv
ice centers and a leased sales facility in France. The
plan also included combining sales, engineering and ad
ministrative functions, and was completed at the end of
1996. The plan included the termination of approximately
570 employees resulting in a net reduction of approxi
mately 310 employee positions after considering staffing
requirements at remaining facilities.
The company recorded a $7,000 charge in 1995 and
an $11,229 charge in 1996 to complete this restructuring.
These charges recognized severance and benefits for
employees to be terminated, holding costs of vacated fa
cilities, the fair market value of one manufacturing facility
to be closed, and other costs to complete the consolida
tion of the divisions. These charges were recorded in the
appropriate periods in accordance with the requirements
of Emerging Issues Task Force Pronouncement 94-3.
The distribution facility was sold during the fourth quarter
of 1996 and the manufacturing facilities are scheduled to
be sold during 1997. At December 31, 1996, approxi
mately $3,000 of accruals are available for remaining
costs, mostly severance.
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Current Liabilities

Deferred Revenue

13. Accrued Liabilities
Details of accrued liabilities follow:

ADVANCED MICRO DEVICES, INC. (DEC)
1996

1995

$ 54,471
6,473
3,293
3,313
1,484
9,874
835
35,273

$ 57,672
6,673
4,270
12,629
2,597
12,338
1,664
37,544

$115,016

$135,387

December 31,
Accrued payroll and benefits
Property, sales and use taxes
Warranty accruals
Restructuring accruals
Interest payable
Deferred revenue - service contracts
Repossession accruals
Other

(Thousands)__________________
Current liabilities;
Notes payable to banks
Accounts payable
Accrued compensation and
benefits
Accrued liabilities
Income tax payable
Deferred income on shipments to
distributors
Current portion of long-term debt and
capital lease obligations________
Total current liabilities

1996

1995

14,692
224,139

$ 26,770
241,916

66,745
103,436
51,324

106,347
103,404
56,297

95,466

100,057

27,671

41,642

583,473

676,433

Insurance
NOTES TO CONSOLIDATED
FRUIT OF THE LOOM, INC. (DEC)
(In thousands of dollars)

Current Liabilities
Current maturities of long-term debt $ 18,200
111,900
Trade accounts payable
24,800
Accrued insurance obligations
Accrued advertising and promotion
18,200
Interest payable
14,700
Accrued payroll and vacation pay
19,700
Other accounts payable and accrued
expenses
119,200
Total current liabilities

1995

1996

326,700

$ 14,600
60,100
38,800
23,800
16,000
15,300
135,200
303,800

Dividend Payable

Note 3 (In Part): Summary of Significant Accounting
Policies
Deferred Income On Shipments To Distributors
A portion of sales is made to distributors under terms al
lowing certain rights of return and price protection on un
sold merchandise held by the distributors. Pursuant to
the Company’s agreements with distributors, AMD pro
tects its distributors’ inventory of the Company’s products
against price reductions as well as products that are
slow moving or have been discontinued. These agree
ments, which may be canceled by either party on a
specified notice, generally contain a provision for the re
turn of the Company’s products in the event the agree
ment with the distributor is terminated. Accordingly, rec
ognition of sales to distributors and related gross profits
are deferred until the merchandise is resold by the dis
tributors.
THE DUN & BRADSTREET CORPORATION (DEC)

THE STANDARD PRODUCTS COMPANY (JUN)
Dollar amounts in millions
(Thousands of Dollars)
Current Liabilities:
Short-term notes payable
Current maturities of long-term
debt
Accounts payable
Accrued payrolls
Accrued expenses
Dividend payable
Total current liabilities

1996

1995

$ 1,198

$ 4,609

2,450
99,093
26,651
74,565
2,853

2,176
102,066
26,360
41,883
2,845

206,810

179,939

1996

1995

Current Liabilities
Notes Payable
$1,120.7
Accrued and Other Current Liabilities
599.9
Redeemable Partnership Interests
—
Unearned Subscription Income
297.0

$ 407.1
573.3
575.0
319.6

Total Current Liabilities

2,017.6

1,875.0
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Advances/Deposits

T H E S T A N D A R D R E G IS T E R C O M P A N Y (D E C )

(Dollars in thousands)
Current Liabilities
Accounts payable
Dividends payable
Accrued com pensation
Accrued pension expense
Accrued other expense
Accrued taxes, except income
Income taxes payable
Custom er deposits
Deferred service contract income
Current m aturities of long-term debt

1996

1995

$ 20,225
5,738
34,355
0
5,536
5,902
2,624
4,185
7,274
0

$ 1 9 ,0 2 5
5,441
31,973
2,886
6,774
5,140
2,534
8,334
8,455
6,471

85,839

97,033

Total current liabilities

A L L I A N T T E C H S Y S T E M S IN C . ( M A R )

(Dollars in thousands)
Current liabilities;
Current portion of long-term debt
Notes payable
Accounts payable
Advance payments fro m custom ers
Accrued com pensation
Accrued income taxes
Restructuring liability-current
Other accrued liabilities
Total current liabilities

1996

1995

$ 45,000
2,756
82,285
56,837
31,908
9,310
24,782
114,365

$ 30,000
3,441
54,398
70,449
28,523
9,417
31,403
108,326

367,243

335,957

S N A P -O N IN C O R P O R A T E D (D E C )

Product Warranties

(Amounts in thousands)

T H E T O R O C O M P A N Y (O C T )

(Dollars in thousands)
Current liabilities:
Current portion of long-term debt
Short-term borrow ing
Accounts payable
Accrued warranty
Accrued marketing program s
Other accrued liabilities
Total current liabilities

1996

1995

350
41,025
43,524
34,722
22,600
65,636

$ 15,334
41,575
51,757
35,065
21,407
56,035

207,857

221,173

$

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
1 (In Part): Summary of Significant Accounting Policies
Accrued Warranty
The company provides an accrual for estimated future
warranty costs based upon the historical relationship of
warranty costs to sales.

Current liabilities
Accounts payable
Notes payable and current
m aturities of long-term debt
Accrued com pensation
Dealer deposits
Accrued incom e taxes
Other accrued liabilities
Total current liabilities

1996

1995

$ 89,310

$ 75,603

23,274
36,467
51,036
11,366
129,918

27,126
37,769
65,344
16,106
114,127

341,371

336,075

Advertising
F I E L D C R E S T C A N N O N , IN C . ( D E C )

Dollars in thousands
Accounts and drafts payable
Deferred income taxes
Accrued liabilities (note 5)
Current portion of long-term debt
Total current liabilities

1996

1995

$ 63,910
18,212
61,172
5,508

$ 54,274
17,593
67,725
780

148,802

140,372

C urrent Liabilities

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
TabularAmounts in thousands
5. Accrued Liabilities
Accrued liabilities were as follows at December 31:

(In millions)
Other Non-current Liabilities
Accrued pension liability
Accrued environm ental liabilities
Other
Total

Salaries and other com pensation
Pension, medical and other
employee benefit plans
Advertising expense
Interest expense
Other
Total

$ 7 9 .3

$116.8

Note O (In Part): Commitments and Contingencies

15,672
3,579
3,629
27,662

22,937
4,301
4,267
26,471

$61,172

$67,725

BFGoodrich and its subsidiaries are generators of both
hazardous and non-hazardous wastes, the treatment,
storage, transportation and disposal of which are subject
to various laws and governmental regulations. Although
past operations were in substantial compliance with the
then-applicable regulations, the Company has been des
ignated as a potentially responsible party by the U.S. En
vironmental Protection Agency (“EPA”) in connection
with approximately 32 sites, most of which related to
businesses previously discontinued. The Company be
lieves it may have continuing liability with respect to not
more than 15 sites.
The Company initiates corrective and/or preventive en
vironmental projects of its own to ensure safe and lawful
activities at its current operations. The Company be
lieves that compliance with current governmental regula
tions will not have a material adverse effect on its capital
expenditures, earnings or competitive position. The
Company’s environmental engineers and consultants re
view and monitor past and existing operating sites. This
process includes investigation of National Priority List
sites, where the Company is considered a potentially re
sponsible party, review of remediation methods and ne
gotiation with other potentially responsible parties and
governmental agencies.
At December 31, 1996, the Company had recorded as
Accrued expenses and as Other Non-current Liabilities a
total of $22.4 million to cover future environmental ex
penditures, principally for remediation of the aforemen
tioned sites and other environmental matters. A
significant portion of accrued environmental liabilities is
in connection with five sites which relate to businesses
previously discontinued. Two of the most significant vari
ables in determining the Company’s ultimate liability are
the remediation method finally adopted for the site and
the Company’s share of the total site remediation cost.
With respect to the five previously discontinued sites, the
Company’s maximum percentage share of the ultimate
remediation costs is fixed. Of the five sites, two sites are
in the operation and maintenance phase for which costs
are reasonably fixed; a third site is in the construction
phase, which is expected to be completed soon, which
the Company will “buy out” of for a percentage of the
total cost without any further liability exposure; a fourth
site will be constructed in 1997 for which reasonable

1996

662.5

1995

$ 11.3
235.9
237.0
33.3
80.3
597.8

Note K (In Part):

Total

$ 62.5
9.7
44.6

$9,749

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(In millions)

$ 1 4 .6
9.4
55.3

$10,630

Current Liabilities
Short-term bank debt
$ 1 3 0 .8
Accounts payable
243.1
Accrued expenses
241.5
Income taxes payable
11.1
Current m aturities of long-term debt and
capital lease obligations
36.0

Accrued Expenses
Wages, vacations, pension and
other em ploym ent costs
Postretirem ent benefits other than
pensions
Taxes, other than federal and foreign
taxes on income
Accrued environm ental liabilities
Other

1995

1995

T H E B F G O O D R IC H C O M P A N Y (D E C )

Total Current Liabilities

1996

1996

Environmental Costs

(Dollars in millions)
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1996

1995

$94.9

$82.0

25.4

25.5

39.2
13.0
69.0

37.0
12.9
79.6

$241.5

$237.0
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estimates of the ultimate completion cost can be made;
however, the final cost at completion can vary signifi
cantly as a result of changes made during the construc
tion phase and changed regulatory agency requirements,
all of which are difficult to predict. With respect to the fifth
site, uncertainty exists as to the total cost of remediation
and the amount of past EPA costs to be reimbursed.
Management believes that it is reasonably possible
that additional costs may be incurred beyond the
amounts accrued as a result of new information. How
ever, the amounts, if any, cannot be estimated and man
agement believes that they would not be material to the
Company’s financial condition, but could be material to
the Company’s results of operations in a given period.
In addition, the Company expects to incur capital ex
penditures and future costs for environmental, health and
safety improvement programs. These expenditures re
late to anticipated projects to change process systems or
to install new equipment to reduce ongoing emissions,
improve efficiencies and promote greater worker health
and safety. These expenditures are customary opera
tional costs and are not expected to have a material ad
verse effect on the financial position, liquidity or results of
operations of the Company.

counted to present value. Generally, the timing of these
accruals coincides with completion of a feasibility study
or the Company’s commitment to a formal plan of action.
Note G — Accrued Liabilities
The Company’s current accrued liabilities and noncurrent
other liabilities as shown in the Consolidated Balance
Sheets at December 31, 1996 and 1995 included the fol
lowing (in thousands):
1996

1995

Accrued Liabilities - Current:
Accrued environm ental costs
Accrued employee and pension costs
Accrued taxes other than income taxes
Accrued interest
Other

$ 5,367
7,759
5,988
1,155
12,987

5,935
6,839
3,910
2,879
13,503

Total Accrued Liabilities - Current

$33,256

33,066

$30,508
3,496
8,239

28,706
3,968
4,634

$42,243

37,308

Other Liabilities - Other:
Accrued postretirem ent benefits
Accrued environm ental costs
Other
Total Other Liabilities - Noncurrent

TESORO PETROLEUM CORPORATION (DEC)
(In thousands)

1996

Current Liabilities
Accounts payable
$ 80,747
Accrued liabilities
33,256
Current income taxes payable
13,822
Current m aturities of long-term debt and
other obligations
10,043
Total Current Liabilities

137,868

1995

$ 61,389
33,066
1,007
9,473
104,935

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note A (In Part): Summary Of Significant Accounting
Policies
Environmental Expenditures
Environmental expenditures that relate to current opera
tions are expensed or capitalized as appropriate. Expen
ditures that extend the life, increase the capacity, or miti
gate or prevent environmental contamination, are
capitalized. Expenditures that relate to an existing condi
tion caused by past operations, and which do not contrib
ute to current or future revenue generation, are ex
pensed. Liabilities are recorded when environmental
assessments and/or remedial efforts are probable and
the cost can be reasonably estimated. Such amounts are
based on the estimated timing and extent of remedial ac
tions required by applicable governing agencies, experi
ence gained from similar sites on which environmental
assessments or remediation has been completed, and
the amount of the Company’s anticipated liability consid
ering the proportional liability and financial abilities of
other responsible parties. Estimated liabilities are not dis

Note L (In Part): Commitments And Contingencies
Environmental
The Company is subject to extensive federal, state and
local environmental laws and regulations. These laws,
which change frequently, regulate the discharge of mate
rials into the environment and may require the Company
to remove or mitigate the environmental effects of the
disposal or release of petroleum or chemical substances
at various sites or install additional controls or other
modifications or changes in use for certain emission
sources. The Company is currently involved with a waste
disposal site near Abbeville, Louisiana, at which it has
been named a potentially responsible party under the
Federal Superfund law. Although this law might impose
joint and several liability upon each party at the site, the
extent of the Company’s allocated financial contributions
to the cleanup of the site is expected to be limited based
upon the number of companies, volumes of waste in
volved, and an estimated total cost of approximately
$500,000 among all of the parties to close the site. The
Company is currently involved in settlement discussions
with the Environmental Protection Agency (“EPA”) and
other potentially responsible parties at the Abbeville,
Louisiana site. The Company expects, based on these
discussions, that its liability will not exceed $25,000. The
Company is also involved in remedial responses and has
incurred cleanup expenditures associated with environ
mental matters at a number of sites, including certain of
its own properties.
At December 31, 1996, the Company’s accruals for
environmental expenses amounted to $8.9 million, which
included a noncurrent liability of $3.5 million for remedia
tion of the KPL properties that has been funded by the

C urrent Liabilities

former owners through a restricted escrow deposit.
Based on currently available information, including the
participation of other parties or former owners in reme
diation actions, the Company believes these accruals
are adequate. In addition, to comply with environmental
laws and regulations, the Company anticipates that it will
make capital improvements of approximately $6 million
in 1997 and $3 million in 1998. The Company also ex
pects to spend approximately $6 million by the year 2002
for secondary containment systems for existing storage
tanks in Alaska.
Conditions that require additional expenditures may
exist for various Company sites, including, but not limited
to, the Company’s refinery, retail gasoline outlets (cur
rent and closed locations) and petroleum product termi
nals, and for compliance with the Clean Air Act. The
amount of such future expenditures cannot currently be
determined by the Company.

Billings In Excess of Costs
FLUOR CORPORATION (OCT)
$ in thousands
Current Liabilities
Accounts and notes payable
Commercial paper
Advance billings on contracts
Accrued salaries, wages and benefit
plan liabilities
Other accrued liabilities
Current portion of long-term debt
Total current liabilities

1996

1995

$ 704,186
29,916
445,807

$ 372,301
29,937
393,438

290,426
175,026
207

269,812
148,782
24,375

1,645,568

1,238,645

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Major Accounting Policies (In Part)
Engineering and Construction Contracts
The company recognizes engineering and construction
contract revenues using the percentage-of-completion
method, based primarily on contract costs incurred to
date compared with total estimate contract costs. Cus
tomer-furnished materials, labor and equipment, and in
certain cases subcontractor materials, labor and equip
ment, are included in revenues and cost of revenues
when management believes that the company is respon
sible for the ultimate acceptability of the project. Con
tracts are segmented between types of services, such as
engineering and construction, and accordingly, gross
margin related to each activity is recognized as those
separate services are rendered. Changes to total esti
mated contract costs or losses, if any, are recognized in
the period in which they are determined. Revenues
recognized in excess of amounts billed are classified as
current assets under contract work in progress. Amounts
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received from clients in excess of revenues recognized
to date are classified as current liabilities under advance
billings on contracts. The company anticipates that sub
stantially all incurred costs associated with contract work
in progress at October 31, 1996 will be billed and col
lected in 1997.

Royalties
CYPRUS AMAX MINERALS COMPANY (DEC)
(In millions)

1996

Current Liabilities
Short-Term Debt
$ 36
Current Portion of Long-Term Debt
79
Accounts Payable
142
Accrued Payroll and Benefits
94
Accrued Royalties and Interest
41
Accrued Closure, Reclamation, and
Environmental
61
Other Accrued Liabilities
143
Taxes Payable Other Than Income Taxes
61
Income Taxes Payable
69
Dividends Payable
19
Total Current Liabilities

745

1995
$109
63
157
98
55
63
115
58
61
19
798

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 16 (In Part): Leases and Mineral Royalty
Obligations
Cyprus Amax leases mineral interests and various other
types of properties, including draglines, shovels, longwalls, offices, computing services, and miscellaneous
equipment. Certain of the Company’s mineral leases re
quire minimum annual royalty payments, whereas others
provide only for royalties based on production.
Accrued minimum royalties that are not expected to be
recovered from future coal production consist of the fol
lowing at December 31:
(In millions)
Minimum Future Royalties
Less Imputed Interest
Present Value of Payments
Less Current Portion Included
in Accrued Royalties and Interest
Long-Term Portion Included in
Other Noncurrent Liabilities
and Deferred Credits

1996

1995

$85
(20)

$98
(26)

65

72

(9)

(7)

$56

$65

Section 2: B alan ce S h eet
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Hedged Metal Obligations

Estimated Contract Costs

ENGELHARD CORPORATION (DEC)

FOSTER WHEELER CORPORATION (DEC)

(In thousands)
Short-term bank borrow ings
Commercial paper
Current m aturities of long-term debt
Accounts payable
Hedged metal obligations
Other current liabilities
Total current liabilities

1996

1995

$ 1 0 8 ,6 5 2
196,000
243
152,202
414,097
197,803

$ 89,233
94,000
337
143,987
254,811
209,875

1,068,997

792,243

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
1 (In Part): Summary of Significant Accounting Policies
Committed Metal Positions And Hedged Metal
Obligations
The Company routinely enters into a variety of arrange
ments for the sourcing of industrial commodities. These
arrangements are spread among a number of counter
parties, which are generally major industrial companies
or highly rated financial institutions. The conduct of this
business is closely monitored.
Generally, all industrial commodity transactions are
hedged on a daily basis, using forward, future, option or
swap contracts, to substantially eliminate the exposure to
price risk. In limited and closely monitored situations, for
which preapproved exposure levels have been set, the
Company holds significant unhedged (open) industrial
commodity positions.
Committed metal positions (non-inventory metal pur
chases) and hedged metal obligations (metal sold not yet
purchased but fully hedged) are recorded at fair value.
Fair value is generally based on listed market prices. If
listed market prices are not available or if liquidating the
Company’s positions would reasonably be expected to
impact market prices, fair value is determined based on
other relevant factors, including dealer price quotations
and price quotations in different markets, including mar
kets located in different geographic areas. Any change in
value, realized or unrealized, is recognized in gross profit
in the period of the change.

(In Thousands of Dollars)

1996

Current Liabilities;
Current installm ents on long-term
$
debt
Bank loans
Accounts payable
Accrued expenses
Estimated costs to complete long-term
contracts
Advance payments by custom ers
Income taxes
Total current liabilities

32,764
52,278
359,503
275,527

1995

$

34,648
86,869
372,949
196,633

562,984
116,903
41,935

475,899
74,821
28,457

1,441,894

1,270,276

NOTES TO FINANCIAL STATEMENTS
1 (In Part): Summary of Significant Accounting Policies
Revenue Recognition on Long-term Contracts—The Cor
poration reports profits on long-term contracts on a per
centage-of-completion basis determined on the ratio of
earned revenues to total contract price, after considering
accumulated costs and estimated costs to complete
each contract. Contracts in process are valued at cost
plus accrued profits less earned revenues and progress
payments on uncompleted contracts. If estimates of
costs to complete long-term contracts indicate a loss,
provision is made currently for the total loss anticipated.
The elapsed time from award of a contract to completion
of performance may be up to four years. Contracts of the
Engineering and Construction Group are generally con
sidered substantially complete when engineering is com
pleted and/or field construction is completed, while for
the Energy Equipment Group, it is when manufacturing
and/or field construction is completed. The Corporation
includes pass-through costs on cost-plus contracts which
are customer-reimbursable materials, equipment and
subcontractor costs when the Corporation determines
that it is responsible for the engineering specification,
procurement and management of such cost components
on behalf of the customer.
The Corporation has numerous contracts that are in
various stages of completion. Such contracts require es
timates to determine the appropriate cost and revenue
recognition. The Corporation has a substantial history of
making reasonably dependable estimates of the extent
of progress towards completion, contract revenues and
contract costs. However, current estimates may be re
vised as additional information becomes available.
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Certain special-purpose subsidiaries in the Power Sys
tems Group are reimbursed for their costs, including re
payment of project debt, for building and owning certain
facilities over the lives of the service contracts. The Cor
poration records revenues relating to debt repayment on
these contracts on a straight-line basis over the lives of
the service contracts, and records depreciation of the fa
cilities on a straight-line basis over the estimated useful
lives of the facilities, after consideration of the estimated
residual value.

Futures Payable
HANDY & HARMAN (DEC)
1996
Current liabilities;
Short-term borrow ings
Current m aturities of long-term
debt
Accounts payable
Futures payable
Federal and foreign taxes on
income
Other current liabilities
Total current liabilities

$ 1 5 ,0 0 0 ,0 0 0

30,163,000
9,246,000

Film Rental Contracts
MEREDITH CORPORATION (JUN)
(In thousands)

1996

1995

$ 15,000

$ 1 5 ,0 0 0

13,063
42,085

7,290
48,601

8,042
24,150
15,678
21,088

8,279
23,365
10,571
15,001

Total accruals
Unearned subscription revenues

68,958
140,401

57,216
150,927

Total current liabilities

279,507

279,034

Current liabilities:
Current portion of long-term debt
Current portion of long-term film
rental contracts
Accounts payable
Accruals:
Taxes, including income taxes
Compensation and benefits
D istribution expenses
Other expenses

1995

$ 40,000,000
3,500,000
32,899,000
—

792,000
21,637,000

8,072,000
29,150,000

76,838,000

113,621,000

SUMMARY OF SIGNIFICANTACCOUNTING POLICIES
E — Futures Contracts
Consistent with the Company’s policy of maintaining
constant inventory levels under the last-in, first-out
(LIFO) method of accounting, precious metals are pur
chased at the same prices and quantities as shipments
to customers. Additionally, to the extent that an increase
in inventory is required to support operations, precious
metals are purchased and immediately sold for future de
livery, creating a futures receivable and eliminating the
economic risk of price fluctuations. Also to the extent
there is a decrease in the inventory required to support
operations, precious metals are sold and immediately
purchased for future receipt, creating a futures payable
and also eliminating the economic risk of price fluctua
tions.
Future sales and purchases of precious metals are ex
cluded from sales and cost of sales in the accompanying
income statement. The related margin deposits are in
cluded with the futures receivable/payable. The income/expense from future sales/purchases of precious
metals is amortized over the contract period and is in
cluded in interest expense.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
15 (In Part): Commitments and Contingent Liabilities
Film rental contracts payable are noninterest-bearing,
and the amounts due in future fiscal years are $13.1 mil
lion in 1997; $6.0 million in 1998; $2.3 million in 1999;
and $.1 million thereafter. The Company also is obli
gated to make payments under contracts for programs
not currently available for use, and therefore not included
in the consolidated financial statements, in the amount of
$25.9 million at June 30, 1996 ($40.7 million at June 30,
1995). The portions of these payments due in succeed
ing years are $6.3 million in 1997; $7.1 million in 1998;
$6.4 million in 1999; $4.4 million in 2000 and $1.7 million
thereafter.
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LONG-TERM DEBT

SEQUA CORPORATION (DEC)

Table 2-26 summarizes the types of long-term debt most
frequently disclosed by the survey companies.
Paragraph 10b of Statement of Financial Accounting
Standards No. 47 requires that financial statements dis
close for each of the five years following the date of the
latest balance sheet presented the “aggregate amount of
maturities and sinking fund requirements for all long-term
borrowings.”
Statement of Financial Accounting Standards No. 107
requires that the fair value of long-term debt be disclosed
if it is practicable to estimate fair value. The requirements
of SFAS No. 107 do not apply to leases.
500 survey companies, many of which made multiple
disclosures, disclosed fair value information for long-term
debt. 134 companies stated that fair value approximated
carrying amount; 237 companies stated that market
quotes or quotes from brokers were used to estimate fair
value; 134 companies stated that discounted cash flows
were used to estimate fair value; and 157 companies
stated that a current available borrowing rate was used
to estimate fair value. Examples of long-term debt pres
entations follow. Examples of long-term lease presenta
tions are presented in connection with Table 2-28.

(Amounts in thousands)
Current liabilities
Current m aturities of long-term debt
Accounts payable
Taxes on income
Accrued expenses (Note 9)
Total current liabilities

$

1996

1995

2,859
109,115
40,391
150,381

$ 16,316
123,529
38,422
146,388

302,746

324,655

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 9. Accrued Expenses
T h e C o m p a n y ’s a c c r u e d e x p e n s e s c o n s is t e d o f t h e f o l
lo w in g ite m s ;

(Amounts in thousands)
At December 31,
Salaries and wages
Current portion of environm ental
liabilities
Current portion of self-insurance
liabilities
Current portion of pension liabilities
W arranty
Custom er rebates
Legal
Royalties
interest
Insurance
Taxes other than income
Other

1996

1995

$ 3 8 ,1 7 9

$ 34,675

10,000

9,500

5,100
1,633
6,371
8,470
8,413
5,704
5,642
5,912
4,133
50,824

6,700
3,312
4,347
6,271
7,335
6,083
6,265
5,586
4,581
51,733

$150,381

$146,388

TABLE 2-26: LONG-TERM DEBT
Number of Companies
1996 1995 1994 1993
Unsecured
N otes........................................................
D e b e n tu re s............................................
Commercial pa pe r.................................
L o a n s ......................................................
ESOP L o a n s ..........................................

422
164
86
78
55

430
165
76
89
59

425
183
73
71
73

429
188
66
72
70

291
84
88

309
92
88

320
80
96

54
20

72
23

90
18

Collateralized
Capitalized le a s e s ................................. 287
Notes o r lo a n s........................................
92
M ortga ge s...................................................... 73

Convertible
D e b e n tu re s ............................................
N otes........................................................

45
27
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ALBERTSON’S INC. (JAN)
(Dollars in thousands)
Total Current Liabilities
Long-Term Debt
Capitalized Lease O bligations
Other Long-Term Liabilities and
Deferred Credits

1997

1996

$1,055,093
921,704
130,050

$1,088,493
602,993
129,265

360,768

362,637

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Indebtedness
L o n g - te r m d e b t in c lu d e s t h e f o llo w in g (in t h o u s a n d s ) :

Commercial paper
Unsecured 7.75% debentures due
June 2026
Unsecured 6.375% notes due
June 2000
Unsecured 6.375% notes due
May 1995
M edium -term notes, unsecured:
Due March 2000 (6.14% interest)
Due March 1998 (5.68% interest)
Due March 1996 (4.86% interest)
Due May 1995 (6.15% interest)
Industrial revenue bonds
M ortgage notes and other unsecured
notes payable

Less current m aturities

Jan 30,
1997

F e b 1,
1996

$ 328,996

$ 209,395

200,000
200,000

200,000

89,650
85,425

89,650
85,425
77,000

14,860

15,710

3,748
922,679
(975)
$ 9 2 1 ,7 0 4

4,050
681,230
(78,237)
$ 602,993

The notes are due June 1, 2000. Proceeds from the is
suance were used to reduce borrowings under the Com
pany’s commercial paper program. All debt available for
issuance under the 1992 shelf registration statement has
been issued.
Interest on the debentures and notes is paid semian
nually.
The industrial revenue bonds are payable in varying
annual installments through 2011, with interest paid
semiannually at rates ranging from 4.10% to 6.95%.
The Company has pledged real estate with a cost of
$14,875,000 as collateral for the mortgage notes, which
are payable semiannually, including interest at rates
ranging from 7.875% to 16.5%. The notes mature from
1997 to 2011.
The scheduled maturities of long-term debt outstand
ing at January 30, 1997, are summarized as follows:
$975,000 in 1997, $86,499,000 in 1998, $1,109,000 in
1999, $290,911,000 in 2000, $330,423,000 in 2001 and
$212,762,000 thereafter.
The Company has in place a revolving credit agree
ment with several banks, whereby the Company may
borrow principal amounts up to $600 million at varying in
terest rates any time prior to December 17, 2001. The
agreement contains certain covenants, the most restric
tive of which requires the Company to maintain consoli
dated tangible net worth, as defined, of at least $750
million.
In addition to amounts available under the revolving
credit agreement, the Company had lines of credit from
banks at prevailing interest rates for $45 million at Janu
ary 30, 1997. The cash balances maintained at these
banks are not legally restricted. There were no amounts
outstanding under the Company’s lines of credit as of
January 30, 1997, February 1, 1996 or February 2, 1995.
Net interest expense was as follows (in thousands):
1996

The Company has in place a $600 million commercial
paper program. Interest rates on the outstanding com
mercial paper borrowings as of January 30, 1997,
ranged from 5.36% to 5.57% with an effective weighted
average rate of 5.39%. The Company has established
the necessary credit facilities, through its revolving credit
agreement, to refinance the commercial paper borrow
ings on a long-term basis. These borrowings have been
classified as noncurrent because it is the Company’s in
tent to refinance these obligations on a long-term basis.
In June 1996 the Company issued $200 million of
7.75% debentures under a shelf registration statement
filed with the Securities and Exchange Commission in
May 1996. The debentures are due June 15, 2026. Pro
ceeds from the issuance were used to repay borrowings
under the Company’s commercial paper program. Me
dium-term notes up to $300 million remain available for
issuance under the 1996 shelf registration statement.
In June 1995 the Company issued $200 million of
6.375% notes under a shelf registration statement filed
with the Securities and Exchange Commission in 1992.

Debt
Capitalized leases
Capitalized interest
Interest expense
Net bank service charges

1995

1994

$ 48,534
15,168
(6,378)

$ 39,323
15,234
(7,428)

$ 42,780
13,412
(3,974)

57,324
7,245

47,129
8,504

52,218
9,923

$ 64,459

$ 55,633

$6 2,141

Financial instruments
Financial instruments with off-balance-sheet risk to the
Company include lease guarantees whereby the Com
pany is contingently liable as a guarantor of certain
leases that were assigned to third parties in connection
with various store closures. Minimum rentals guaranteed
under assigned leases are $5.9 million in 1997 and ag
gregate $51.9 million for the remaining lease terms,
which expire at various dates through 2020. The Com
pany believes the likelihood of a significant loss from
these agreements is remote because of the wide disper-
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Sion among third parties and remedies available to the
Company should the primary party fail to perform under
the agreements.
Financial instruments which potentially subject the
Company to concentration of credit risk consist princi
pally of cash equivalents and receivables. The Company
limits the amount of credit exposure to any one financial
institution and places its temporary cash into investments
of high credit quality. Concentrations of credit risk with
respect to receivables are limited due to their dispersion
across various companies and geographies.
The estimated fair values of cash and cash equiva
lents, accounts receivable, accounts payable, short-term
debt and commercial paper borrowings approximate their
carrying amounts. The estimated fair values and carrying
amounts of long-term debt borrowings (excluding com
mercial paper) were as follows (in millions):

Fair value
Carrying am ount

Jan 30,
1997

F e b 1,
1996

$ 606.3
593.7

$ 483.9
471.8

Substantially all of these fair values were determined
from quoted market prices. The Company has not deter
mined the fair value of lease guarantees due to the in
herent difficulty in evaluating the credit worthiness of
each tenant.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
4) Long-Term Debt
Long-term debt is summarized as follows
(dollars in millions):

Commercial paper w ith a weighted
average interest rate of 5.4 percent
at September 3 0 , 1996
6.3% notes due 2006
7⅞% Eurodollar notes due 1998
M edium -term notes swapped to a
weighted average effective interest
rate of 5.3 percent
8% convertible subordinated debentures
due 1997 throu gh 2011
Lease obligation payable in installm ents
through 2009 w ith a weighted
average interest rate of 6.4 percent
at September 3 0 , 1996
Other, principally notes payable in
installm ents throu gh 2006 w ith a
weighted average interest rate of 5.4
percent at September 3 0 , 1996

Less current m aturities
Total

EMERSON ELECTRIC CO. (SEP)
(Dollars In millions)
Total current liabilities
Long-term debt
Other liabilities

1996

1995

$ 3 ,021 .1
772.6
1,333.9

$ 3,280.7
208.6
1,038.9

1996

1995

$ 336.3
250.0
100.0

100.0

—

53.5
26.8

38.5

29.5

25.1

42.5

60.0

785.1
12.5

277.1
68.5

$ 772.6

208.6

The Company has the ability to refinance commercial pa
per on a long-term basis through its credit lines and the
obligation is included in long-term debt. Commercial pa
per totaling $250 million has been swapped to a
weighted average fixed interest rate of 5.2 percent
through 1997.
The 7⅞ % Eurodollar notes and $55 million of U.S.
commercial paper have effectively been exchanged for
non-U.S. dollar obligations due in 1998. The non-U.S.
dollar obligations have an effective weighted average in
terest rate of 4.3 percent and 5.0 percent at September
30, 1996 and 1995, respectively, and are composed of
136 million Dutch guilders, 5 billion Japanese yen and 27
million Swiss francs. These non-U.S. dollar obligations
have been designated as a partial hedge of the Com
pany’s non-U.S. dollar net asset exposure.
Long-term debt maturing during each of the four years
after 1997 is $130.0 million, $7.5 million, $2.8 million and
$342.6 million, respectively. Total interest paid related to
short-term borrowings and long-term debt was approxi
mately $120 million, $121 million and $90 million in 1996,
1995 and 1994, respectively.
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5) Financial Instruments
The Company selectively uses derivative financial instru
ments to manage interest costs and minimize currency
exchange risk. The Company does not hold derivatives
for trading purposes. No credit loss is anticipated as the
counterparties to these agreements are major financial
institutions with high credit ratings.
As part of its currency hedging strategy, the Company
utilized option and forward exchange contracts to mini
mize the impact of currency fluctuations on transactions,
cash flows and firm commitments. The Company and its
subsidiaries had approximately $280 million and $390
million of contracts outstanding at September 30, 1996
and 1995, respectively. These contracts for the sale or
purchase of European and other currencies generally
mature within one year, and deferred gains and losses
are not material.
Fair values of the Company’s financial instruments are
estimated by reference to quoted prices from market
sources and financial institutions, as well as other valu
ation techniques. At September 30, 1996 and 1995, re
spectively, the market value of the Company’s
convertible debentures was $89 million and $102 million,
compared to the related carrying value of $26.8 million
and $38.5 million. Common stock has been reserved for
the conversion of these debentures (see note 8). The fair
values of derivative financial instruments were not mate
rial at September 30, 1996, and the estimated fair value
of each of the Company’s other classes of financial in
struments approximated the related carrying value at
September 3 0 , 1996 and 1995.
FMC CORPORATION (DEC)
(In millions)
Total current liabilities
Long-term debt, less current
portion (Note 8)
Accrued pension and other
postretirem ent benefits,
less current portion
Discontinued operations
Other liabilities
M in o rity interests in consolidated
companies

1996

1995

$ 2 ,0 2 1 .4

$1,772.1

1,268.4

974.4

276.5
191.4
236.9

284.6
168.3
261.2

139.4

118.4

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 6 (In Part): Financial Instruments
Fair value disclosures. The carrying amounts of cash
and cash equivalents, trade receivables, other current
assets, accounts payable and amounts included in in
vestments and accruals meeting the definition of a finan
cial instrument approximate fair value. The carrying
value and related estimated fair values for the com
pany’s remaining financial instruments are as follows:

December 3 1 , 1996

(In millions)

Carrying
A m ount

Estimated
Fair Value

Assets
Foreign exchange forw ard contracts
Interest rate swap agreement

$

-

$

8.0

Liabilities
Total debt

$1,834.4

$1,841.1

Fair values of debt have been determined through a
combination of management estimates and information
obtained from Independent third parties using market
data, such as bid/ask spreads, available on the last busi
ness day of the year. Fair values relating to derivative fi
nancial instruments reflect the estimated amounts that
the company would receive or pay to terminate the con
tracts at the reporting date based on quoted market
prices of comparable contracts as of December 31,
1996.
Note 8. Debt
Long-term debt. Long-term debt consists of the following:
December 31

(In millions)
Revolving credit facility, effective rate
(1996— 6.2% : 1995— 6 .5 % )(1)
Commercial paper, effective rate
(1996— 5.5% ; 1995— 5 .9 % )(2)
Uncom m itted facilities, effective rate
(1996— 5.6 % )(2)

1996

Total
Less current portion
Long-term portion

$

$

Notes payable to banks, various rates,
due 1997 to 2024
Pollution control and industrial
revenue bonds, 3.7% to 7.1%
due 1997 to 2024
Senior debt, 8 ¾ %, due 1999,
less unamortized discount (1996— $0.4;
1995— $0.5), effective rate 8.8%
Senior debt, 6⅜ %, due 2003,
less unamortized discount (1996— $0.7;
1995— $0.9), effective rate 6.4%
Senior debt, 7¾ %, due 2011,
less unamortized discount (1996— $1.0),
effective rate 7.8%
Exchangeable senior subordinated
debentures, 6¾ %, due 2005
Other

1995

95.0

390.6

155.0

59.4

_

20,4

49.6

175.7

178.9

249.6

249.5

199.3

199.1

99.0
75.0
1.8

75.0
2.1

1,278.8
10.4

1,004.2
29.8

$1,268.4

$ 974.4

(1) The effective rate fo r the revolving credit facility is based on av
erage balances outstanding during the year and includes facility
fees.
(2) The effective rates fo r com m ercial paper and uncom m itted fa
cilities are based on average balances outstanding during the
year.
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In December 1996, the company entered into a $450 mil
lion, five-year non-amortizing revolving credit agreement
and a $300 million, 364-day non-amortizing revolving
credit agreement. These agreements provide the com
pany with $750 million in committed credit facilities, an
increase of $250 million from the previously existing
credit facilities. At December 31, 1996, no amounts were
outstanding under these credit facilities. Among other re
strictions, the credit agreements contain covenants relat
ing to liens, consolidated net worth and cash flow cover
age (as defined in the agreements). The company is in
compliance with all financial debt covenants.
Committed credit available under the revolving credit
facilities provides management with the liability to refi
nance a portion of its debt on a long-term basis and, as it
is management’s intent to do so, $390.6 million in out
standing commercial paper, which is supported by the
committed facilities, has been classified as long-term
debt at December 31, 1996. In addition, $59.4 million of
borrowings under short-term uncommitted facilities has
been classified as long-term debt at December 31, 1996.
In July 1996, the company issued $100 million of
7.75% Senior Debentures due 2011 pursuant to a $500
million universal shelf registration statement filed in
1995. The net proceeds from the issuance totaled $98.2
million and were used to reduce variable rate short-term
debt. In addition, in January 1997, the company regis
tered $400 million of medium-term debt securities under
the 1995 universal shelf registration statement. On Janu
ary 29, 1997 the company issued $45 million of 7.32%
notes due February 2007. Proceeds of $44.7 million
were used to retire short-term borrowings.
The exchangeable senior subordinated debentures
bearing interest at 6¾ % and maturing in 2005 are ex
changeable at any time into Meridian Gold Inc. common
stock at an exchange price of $15⅛ per share, subject
to adjustment. The company may, at its option, pay an
amount equal to the market price of Meridian Gold Inc.
common stock in lieu of delivery of the shares. However,
the market price at December 31, 1996 was substantially
below $15⅛ per share. The debentures are subordi
nated in right of payment to all existing and future senior
indebtedness of the company. The debentures are re
deemable at the option of FMC at prices decreasing from
103⅜ % of face amount on January 16, 1995, to par on
January 16, 2000.
Aggregate maturities and sinking fund requirements
over the next five years are (in millions): 1997—$10.4,
1998—$15.8, 1999—$264.1, 2000—$0.8, 2001—
$452.6, and thereafter—$535.1. The 2001 maturities in
clude commercial paper redemptions of $390.6 million.
Short-term debt and compensating balance agree
ments. At December 31, 1996, components of short-term
debt were advances under uncommitted facilities and
foreign short-term borrowings.
In November 1995, the company commenced a short
term commercial paper program, providing for the issu
ance of up to $500 million in aggregate maturity value of
commercial paper at any given time. Two-day to 30-day
commercial paper with an aggregate maturity value of
$390.6 million was outstanding at December 31, 1996.
As described above, the outstanding balance at Decem

ber 31, 1996 was classified as long-term debt. At De
cember 31, 1995, $155 million and $120 million of out
standing commercial paper were classified as long-term
debt and short-term debt, respectively.
Advances under uncommitted facilities were $360 mil
lion and $201 million in 1996 and 1995, respectively. As
described above, $59 million of the outstanding balance
at December 31, 1996 was classified as long-term debt.
FMC maintains informal credit arrangements in many
foreign countries. Foreign lines of credit, which include
overdraft facilities, typically do not require the mainte
nance of compensating balances, as credit extension is
not guaranteed but is subject to the availability of funds.
Outstanding foreign short-term borrowings totaled $255
million and $100 million at December 31, 1996 and 1995,
respectively. The weighted average interest rates on out
standing foreign short-term borrowings at December 31,
1996 and 1995 were 9.7% and 12.1%, respectively. The
average interest rates have been adjusted for currency
devaluation associated with borrowing in hyperinflation
ary countries.
JOHNSON CONTROLS, INC. (SEP)
(in millions)
Current liabilities
Long-term debt
Postretirem ent health and
other benefits
Other noncurrent liabilities

1996

1995

$ 2,302.2
756.5

$ 1 ,9 0 9 .5
630.0

169.3
386.8

168.8
272.4

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 5 — Long-Term Debt
(in millions)

September 30,
1995
1996

Unsecured notes
6.15% due in 1996
$
6.92% due in 1998
30.0
124.8
7.7% due in 2015
125.0
8.2% due in 2024
125.0
6.95% due in 2045
Industrial revenue bonds due through
2006, net of unamortized discount
of $2.6 m illion in 1996 and
51.0
$3.0 m illion in 1995
M edium -term notes due in 1997 and 1999
103.0
at an average interest rate of 7.4%
Guaranteed ESOP debt due in increasing
annual installm ents through 2004 at
an average interest rate of 7.24%
129.7
(tied in part to LIBOR)
32.5
Capital lease obligations
71.0
Other

Less current portion
Long-term debt

$ 30.0
30.0
124.8
125.0
—

51.4
123.0

138.7
26.4
48.4

792.0
35.5

697.7
67.7

$756.5

$630.0
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In December 1995, the Company issued $125 million of
6.95%, 50 year debentures.
In March 1995, the Company refinanced its $150 mil
lion, 8.875% debentures due in 1998 by issuing $125
million of 7.7% debentures due in 2015 and $30 million
of 6.92% private placement notes due in 1998.
Industrial revenue bond financed facilities have been
accounted for as plant and equipment. The related
bonds issued by the government units are recorded as
long-term debt. Fixed rate industrial revenue bonds total
ing $27 million at September 30, 1996 and 1995 had a
weighted average interest rate of 6.3%. Variable rate
bonds of $27 million at September 30, 1996 and 1995
had weighted average interest rates of 4.1% and 4.7%,
respectively.
In 1989 the Company established an employee stock
ownership plan (ESOP). The ESOP was financed with
$175 million of debt issued by the ESOP. The ESOP
debt is guaranteed by the Company as to payment of
principal and interest and, therefore, the unpaid balance
has been recorded as long-term debt. The dividends on
the Series D Preferred Stock held by the ESOP plus
Company contributions to the ESOP are used by the
ESOP to service the debt. Therefore, interest incurred on
the ESOP debt of $10 million for each of the years 1996,
1995, and 1994 has not been reflected as interest ex
pense in the Company’s Consolidated Statement of In
come.
The installments of long-term debt maturing in each of
the next five years (including the guaranteed ESOP
debt) are: 1997 — $36 million, 1998 — $108 million,
1999 — $23 million, 2000 — $85 million and 2001 —
$21 million.
The indentures for the unsecured notes and the guar
anteed ESOP debt include various financial covenants,
none of which are expected to restrict future operations.
Note 6 (In Part): Financial instruments
The fair values of cash and cash equivalents and short
term debt approximate their carrying values. The fair
value of long-term debt which was $762 million and $665
million at September 30, 1996 and 1995, respectively,
was determined using market interest rates and dis
counted future cash flows. The fair values of hedging in
struments were obtained from dealer quotes and publish
ed foreign currency exchange rates.
THE MEAD CORPORATION (DEC)
(Dollar Amounts in Millions)
Total current liabilities
Long-term debt (Note F)

$

1996

1995

757.7
1,239.7

$ 8 2 1 .8
694.8

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
F. Long-Term Debt
(All Dollar Amounts in Millions)
December 31
Capital lease obligations
Variable-rate industrial Development
Revenue Bonds, due fro m 2001
through 2003, average effective rate
approxim ately 3.4%
8⅛ % debentures, face am ount of
$150.0, due 2023 (effective rate
approxim ately 8.4% )
7⅛% debentures, face am ount of
$150.0 due 2025 (effective rate
approxim ately 7.4% )
M edium -term notes, 7.3% to 9.8% , face
am ount of $78.5 in 1996 and $86.0
in 1995, due from 2000 through 2020
(effective rate approxim ately 10.0% )
Short-term borrow ings to be refinanced,
average effective rate approxim ately
6.2% at December 31
Other

1996

1995

$ 1 6 2 .7

$ 1 3 1 .4

163.4

163.4

147.7

147.6

146.9

146.8

73.8

80.1

530.3
14.9

25.5

$1,239.7

$694.8

Capital lease obligations consist primarily of Industrial
Revenue Bonds and Notes with an average effective
rate of approximately 3.9%. The variable-rate Industrial
Development Revenue Bonds are supported by letters of
credit. The interest rates on the variable-rate tax-exempt
bonds closely follow the tax-exempt commercial paper
rates.
A loss on extinguishment of debt, net of $6.9 million in
come tax benefit, is included in the 1994 statement of
earnings as an extraordinary item and represents call
premiums on the early retirement of debentures and the
write-off of the related financing expenses.
The 8-⅛ % and 7-⅛ % debentures are callable by the
Company at approximately 103% beginning 2003.
The Company has an unused $540 million bank credit
agreement that extends until August 2001 and an un
used $400 million bank credit agreement that expires
October 27, 1997. These agreements contain restrictive
covenants and require commitment fees in accordance
with standard banking practice. The Company has clas
sified $530.3 million of short-term borrowings as long
term based on management’s intent to refinance the
short-term debt on a long-term basis. The Company has
filed shelf registration statements to issue up to $850 mil
lion in debt securities and intends to issue a total of $550
million of these securities with maturities from 5 years to
50 years in February 1997. The weighted-average inter
est rate paid on short-term borrowings for 1996 was ap
proximately 5.5%.
Maturities of long-term debt for the next five years, af
ter giving effect to the planned refinancing of the short
term borrowings on a long-term basis, are $15.1 million
in 1997, $2.3 million in 1998, $8.3 million in 1999, $35.5
million in 2000 and $13.0 million in 2001.
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The Company has guaranteed obligations of certain
affiliated operations and others totaling approximately
$41.4 million at December 31, 1996. In addition, the
Company has a 50% interest in a partnership with Kim
berly-Clark Corporation (successor to Scott Paper Com
pany), which has borrowed $300 million under a loan
agreement with the Sumitomo Bank, Limited, New York
Branch, which matures in 1998. The loan, one-half of
which has been guaranteed by the Company, may be
prepaid at any time either in cash or by deliver of notes
receivable from Georgia-Pacific Corporation held by the
partnership as part of the consideration from the 1988
sale of Brunswick Pulp and Paper Company, a former af
filiate. It is not practicable to estimate the fair value of the
above guarantees, however, the Company does not ex
pect to incur losses as a result of these guarantees.
G (In Part): Financial Instruments
The fair value of the Company’s long-term debt is esti
mated based on quoted market prices for the same or
similar issues or on current rates offered to the Company
for debt of the same remaining maturities. The fair value
of long-term debt, excluding capital leases, was $1,087.8
million and $600.1 million at December 31, 1996 and
1995, respectively, and the related carrying amounts
were $1,077.0 million and $563.4 million, respectively.
HERMAN MILLER, INC. (MAY)
In Thousands
Total Current Liabilities
Long-Term Debt, Less Current
Portion Above
Deferred Taxes
Other Liabilities

1996

1995

$ 2 1 9 ,0 2 7

$257,541

110,245
3,149
54,345

60,145
2,289
52,122

386,766

372,097

Total Liabilities

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

During the third quarter of 1996, the company entered
into a private placement of $100.0 million of senior notes
with seven insurance companies. The Series, A, B, and
C notes have interest-only payments until March 5, 2000,
March 5, 2001, and March 5, 2004, respectively.
The unsecured revolving credit loan provides for a
$100.0 million line of credit which matures on December
2, 1997. Outstanding borrowings bear interest, at the op
tion of the company, at rates on the prime rate, certifi
cates of deposit. LIBOR, or negotiated rates. Interest is
payable periodically throughout the period a borrowing is
outstanding. During 1996 and 1995, the company bor
rowed at a negotiated rate of 6.0 and 5.6 percent, re
spectively.
Provisions of the senior notes and the unsecured sen
ior revolving credit loan limit, without prior consent, the
company’s borrowings, long-term leases, sale of certain
assets, and acquisitions of the company’s stock. In addi
tion, the company has agreed to maintain specified lev
els of working capital and certain financial performance
ratios. At June 1, 1996, the company was in compliance
with all these provisions.
During May 1996, the company entered into an agree
ment for the sale and leaseback of its Roswell, Georgia
facility. The company has an early buyout option at the
end of three-and-one-half years at an amount equal to
approximately 103.3 percent of the lessor’s cost. The
company also has a purchase option at the end of six
years at an amount equal to the facility’s then fair market
value. If the purchase option is not exercised, the lease
automatically renews for an additional 30 months. The
company has guaranteed a residual value of 59.0 per
cent of the lessor’s cost. The lease has been accounted
for as a financing in accordance with Statement of Finan
cial Account Standards No. 98.
The book value and associated depreciation of the fa
cility are approximately $13.9 million and $6.3 million, re
spectively.
Annual maturities of long-term debt for the five years
subsequent to June 1, 1996 (in millions) are as follows:
1997—$.3: 1998—$.2; 1999—$.1; 2000—$10.0; 2001—
$25.0; and thereafter—$75.0.

Long-Term Debt
In Thousands
Series A senior notes, 6.37% ,
due March 5, 2006
Series B senior notes, 6.08% ,
due March 5, 2001
Series C senior notes, 6.52% ,
due March 5, 2008
Unsecured revolving credit loans
Finance lease obligation
Other

Less current portion

1996

$

70,000
15,000
15,000
—

1995

$

—
—

60,000

10,000
562

597

$ 1 1 0 ,5 6 2
317

$ 60,597
452

$ 1 1 0 ,2 4 5

$ 6 0 ,1 4 5

—

Fair Value of Financial Instruments
The carrying amount of the company’s financial instru
ments included in current assets and current liabilities
approximates their fair value due to their short-term na
ture. The fair value of the notes receivable is estimated
by discounting expected future cash flows using current
interest rates at which similar loans would be made to
borrowers with similar credit ratings and remaining ma
turities. As of June 1, 1996, and June 3, 1995, the fair
value of the notes receivable approximated the carrying
value. The company intends to hold these notes to ma
turity and has recorded allowances to reflect the terms
negotiated for carrying value purposes. The company’s
long-term debt was either negotiated in the near term or
reprices frequently at the then-prevailing market interest
rates. As of June 1 , 1996, and June 3, 1995, the carrying
value approximated the fair value of the company’s long
term debt.
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SPECTRUM CONTROL, INC. (NOV)
Dollar amounts In thousands
Total current liabilities
Long-term debt (Note 7)
Deferred income taxes

1996

1995

$1 0,46 1
4,072
301

$ 1 1 ,1 4 8
6,569

2001.

NOTES TO CONSOLIDATED FINANCIAL STATEMEN TS
1 (In Part): Summary of Significant Accounting Policies
Fair value of financial instruments
The carrying amounts of cash, accounts receivable, ac
counts payable, and accrued liabilities approximate fair
value due to the short-term maturities of these assets
and liabilities. The interest rates on substantially all of
the Company’s bank borrowings are adjusted regularly to
reflect current market rates. Accordingly, the carrying
amounts of the Company’s short-term and long-term bor
rowings also approximate fair value. The Company util
izes letters of credit to collateralize certain long-term bor
rowings. The letters of credit reflect fair value as a
condition of their underlying purpose and are subject to
fees competitively determined in the marketplace.

1996

Long-term debt

THE STANLEY WORKS (DEC)
1996

1995

$ 3 8 1 .6
342.6
155.3

$ 387.7
391.1
156.6

1995

Dollars in thousands

Total
Less current portion

Each of the irrevocable letters of credit is collateralized
by substantially all of the Company’s tangible and intan
gible assets.
The aggregate maturities of all long-term debt during
each of the five years ending November 30, 2001, are
$2,392,000, $743,000, $830,000, $600,000, and
$500,000.

Total Current Liabilities
Long-Term Debt
Other Liabilities

Long-term debt consists of the following:

Industrial developm ent authority notes
at variable interest rate (3.65% at
November 3 0 , 1996 and 3.85%
at November 3 0 , 1995)
Industrial developm ent authority notes
at variable interest rate (3.95% at
November 3 0 , 1996 and 4.29%
at November 3 0 , 1995)
Notes payable to foreign bank at an
interest rate of 6.38%
Industrial developm ent authority notes
and related bank mortgage notes
at interest rates ranging from
4.00% to 7.75% , collaterlized by
certain land and buildings, and
requiring m onthly principal and
interest payments of $13,000
throu gh the year 1999
Term loan payable to bank at an
interest rate of 8.30%

(3) The notes payable are collateralized by an irrevocable letter of
credit issued by the Company, throu gh its principal lending in
stitution. The notes require quarterly principal payments of
$71,000 (108,000 DM) through June 15, 1997, w ith a final
principal payment of $1,445,000 (2,180,000 DM) due Septem
ber 1 5 , 1997.

(Millions of Dollars)

7. Long-term debt

November 30

(2) The industrial developm ent authority notes are collateralized by
an irrevocable letter of credit issued by the Company, through
its principal lending institution. The notes bear interest at ap
proxim ately 50% of the prevailing prim e rate and require an
nual principal payments of $400,000 through the year 2000
w ith a final principal payment of $300,000 due in the year

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
G. Long-Term Debt and Financing Arrangements
$ 2,500

$ 2,800

1,900

2,300

1,658

2,068

406

531

—

715

6,464
2,392

8,414
1,845

$ 4,072

$ 6,569

(1) The industrial developm ent authority notes are collateralized by
certain land, building and equipm ent and an irrevocable letter
of credit issued by the Company, through its principal lending
institution. The notes bear interest at approxim ately 50% of the
prevailing prim e rate and require annual principal payments
ranging fro m $200,000 to $300,000 through the year 2007.

(Millions of Dollars)
Notes payable in 2002
Commercial Paper
Notes payable in 1998
Notes payable due
sem iannually to 2005
Industrial Revenue Bonds
due in varying am ounts
to 2010
ESOP loan guarantees,
payable in varying
m onthly installm ents
through 2001
Other

Less: current m aturities

1996

1995

7.4%
5.5%
9.0%

$100.0
89.3
34.8

$100.0
107.0
34.8

6.1%

38.2

41.3

5.8-6.8%

21.9

25.1

7.7%

57.5
16.0

30.2

357.7
15.1

405.2
14.1

$342.6

$391.1

66.8

Commercial paper outstanding at December 28, 1996 of
$89.3 million is classified as non-current pursuant to the
company’s intention and ability to continue to finance this
obligation on a long-term basis.
The company has on file with the Securities and Ex
change Commission a shelf registration statement cover
ing the issuance of up to $200 million of debt securities;
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as of December 28, 1996, $100 million remain unused.
The company has unused short and long-term credit ar
rangements with several banks to borrow up to $300 mil
lion at the lower of prime or money market rates. Of this
amount, $150 million is long-term. Commitment fees
range from .05% to .07%. In addition, the company has
short-term lines of credit with numerous foreign banks
aggregating $77.8 million of which $74.3 million was
available at December 28, 1996. Short-term arrange
ments are reviewed annually for renewal. Of the long
term and short-term lines, $300 million is available to
support the company’s commercial paper program. The
weighted average interest rates on short-term borrow
ings at December 28, 1996 and December 30, 1995
were 15.6% and 6.3%, respectively.
The company has guaranteed the long-term notes
payable to banks of its employees stock ownership plan
(ESOP). The guarantee is reflected in the consolidated
balance sheets as long-term debt with a corresponding
reduction in shareholders’ equity.
To manage interest costs and foreign exchange risk,
the company maintains a portfolio of interest rate swap
agreements. In addition, the portfolio includes currency
swaps maturing in 1999 that convert $89.3 million of
commercial paper debt into Swiss Franc debt (5.4%
weighted average rate). The company also has a cur
rency swap that converts $38.2 million of variable rate
United States dollar debt to v ariable rate Dutch Guilder
debt (3.3% weighted average rate). See Note H for more
information regarding the company’s interest rate and
currency swap agreements.
Aggregate annual maturities of long-term debt for the
years 1998 to 2001 are $50.7 million, $17.0 million,
$18.0 million and $104.7 million, respectively. Interest
paid during 1996, 1995 and 1994 amounted to $26.0 mil
lion, $33.9 million and $45.1 million, respectively.
Commercial paper, utilized to support working capital
requirements, classified as current was $1.1 million and
$67.9 million, as of December 28, 1996 and December
3 0 , 1995, respectively.
H (In Part): Financial Instruments
A summary of the carrying values and fair values of the
company’s financial instruments at December 28, 1996
and December 30, 1995 is as follows:
(Millions of Dollars)

1996
Carrying
Value

Long-term debt
including current portion $350.4
Currency and
interest rate swap
7.3
$357.7

Generally, the carrying value of the debt related financial
instruments is included in the balance sheet in long-term
debt. The fair values of long-term debt are estimated us
ing discounted cash flow analysis, based on the com
pany’s marginal borrowing rates. The fair values of for
eign currency and interest rate swap agreements are
based on current settlement values. The carrying amount
of cash equivalents and short-term borrowings approxi
mates fair value.
UNISYS CORPORATION (DEC)
(Millions)
Total current liabilities
Long-term debt
Other liabilities
Redeemable preferred stock

1996

1995

$ 2,465.1
2,271.4
474.6
150.0

$3,147.3
1,533.3
572.4

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Long-term debt
Long-term debt comprises:
December 31 (Millions)
9½ % notes due 1998
10⅝% senior notes due 1999
8¼ % convertible subordinated
notes due 2000
12% senior notes due 2003
11¾ % senior notes due 2004
8¼ % convertible subordinated
notes due 2006
9¾ % senior sinking fund
debentures due 2016
Credit sensitive notes
9¾ % senior notes
8⅞ % notes
Japanese yen
Other
Total
Less - Current maturities
Total long-term debt

1996

1995

$ 197.5
330.1

$ 197.5
330.1

345.0
425.0
450.0

345.0

299.0
190.0

40.6

190.0
291.8
238.1
135.0
100.3
49.0

2,277.2
5.8

1,876.8
343.5

$2,271.4

$1,533.3

1995

Fair Carrying
Value
Value

Fair
Value

$355.4

$381.3

$395.0

8.3

23.9

33.1

$363.7

$405.2

$428.1

Total long-term debt maturities in 1997, 1998, 1999,
2000, and 2001 are $5.8, $213.0, $345.0, $361.0, and
$12.2 million, respectively.
Cash paid during 1996, 1995, and 1994 for interest
was $255.1, $201.3, and $208.9 million, respectively.
In the fourth quarter of 1996, the company purchased
approximately $173 million of U.S. Government securi
ties and deposited them into an irrevocable trust. The
funds in the trust will be used solely to satisfy the remain
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ing scheduled payments of interest and principal on ap
proximately $155 million of the company’s outstanding
Credit Sensitive Notes due July 1, 1997. As a result, the
Notes are extinguished for financial reporting purposes.
The company had previously purchased approximately
$137 million of such Notes in the open market and had
redeemed all of its 8⅞ % Notes due July 1997. These
debt extinguishments resulted in an extraordinary loss of
$.07 per share.
The company has a one-year $200 million revolving
credit facility that expires in June 1997. The conditions
precedent to a borrowing under the facility include mini
mum cash balances and compliance with net worth and
interest coverage covenants. In addition, if any borrow
ings are outstanding, the company is required to main
tain full compensating balances with the bank group
unless waived by a supermajority of the banks. The com
pany pays commitment fees on the unused amount of
the facility. In addition, international subsidiaries maintain
short-term credit arrangements with banks in accordance
with local customary practice.

For foreign currency contracts and options, no impact
on financial position or results of operations would result
from a change in level of the underlying rate, price or in
dex. All of the company’s foreign currency contracts and
options are hedges against specific exposures and have
been accounted for as such. Therefore, a change in the
derivative’s value would be offset with an equal but op
posite change in the hedged item.
The carrying amount of cash, cash equivalents, and
marketable securities approximates fair value because of
the short maturity of these instruments. The fair value of
the company’s long-term debt was based on the quoted
market prices for publicly traded issues. For debt that is
not publicly traded, the fair value was estimated based
on current yields to maturity for the company’s publicly
traded debt with similar maturities. In estimating the fair
value of its derivative positions, the company utilizes
quoted market prices, if available, or quotes obtained
from outside sources.

13 (In Part): Financial instruments

C R E D IT A G R E E M E N T S

Financial instruments comprise the following:
December 31 (Millions)
Outstanding:
Long-term debt
Foreign exchange forward
contracts*
Foreign exchange options*
Interest rate swaps*
Foreign currency swaps*
Estimated fair value:
Long-term debt
Foreign exchange forward
contracts
Foreign exchange options
Interest rate swaps
Foreign currency swaps

1996

1995

$2,277.2

$1,876.8

200.0
282.3

370.9
256.8
50.2
50.1

—
—

2,374.3

1,715.8

197.8
5.9
—
—

369.3
3.8
(1.0)
18.6

* notional value
Financial instruments also include temporary cash in
vestments and customer accounts receivable. Tempo
rary investments are placed with credit-worthy financial
institutions, primarily in over-securitized treasury repur
chase agreements, Euro-time deposits, or commercial
paper of major corporations. The company’s cash
equivalents are classified as available-for-sale and at
December 31, 1996, principally have maturities of less
than one month. Due to the short maturities of these in
struments, they are carried on the balance sheet at cost
plus accrued interest, which approximates market value.
Realized gains or losses during 1996 and 1995, as well
as unrealized gains or losses at December 31, 1996,
were immaterial. Receivables are due from a large num
ber of customers that are dispersed worldwide across
many industries. At December 31, 1996 and 1995, the
company had no significant concentrations of credit risk.

As shown in Table 2-27, many of the survey companies
disclosed the existence of loan commitments from banks
or insurance companies for future loans. Examples of
such loan commitment disclosures follow.
TABLE 2-27: CREDIT AGREEMENTS

Disclosing credit
agreements................... ........
Not disclosing credit
agreements................... ........
Total Companies........... ........

1996

1995

1994

1993

546

547

541

543

54

53

59

57

600

600

600

600

ALCO STANDARD CORPORATION (SEP)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
6 (In Part): Notes Payable and Long-Term Debt
On December 1, 1994, the Company entered into a
credit agreement with several banks under which it may
borrow up to $500,000,000. The agreement has two
parts: $150,000,000 is available for 364 days subject to
annual renewal for successive 364-day periods through
November 26, 1999; the other $350,000,000 terminates
on December 1, 1999. Facility fees of 8 basis points per
annum on the 364-day portion and 10 basis points per
annum on the five-year portion are charged for these
commitments. The agreement provides that loans may
be made under either domestic or Eurocurrency notes at
rates computed under a selection of the rate formulas in
cluding prime or Eurocurrency rates.
The Company may also borrow up to $100,000,000 or
the Canadian dollar equivalent under a credit agreement
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with four banks expiring in April 1997. Facility fees of 9
basis points per annum are charged for this commitment.
Loans under the agreement may be made under a selec
tion of rate formulas including prime, the Eurodollar rate
in the United States or Canada, or the Canadian Bankers
Acceptance rate. This credit agreement will be cancelled
and amounts outstanding thereunder will be repaid after
Unisource enters into its credit agreement.
At September 30, 1996, short-term borrowings sup
ported by the combined lines of credit totaled
$187,345,000, including $7,345,000 borrowed by discon
tinued operations, leaving $412,655,000 unused and
available.
ALLEN TELECOM INC. (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 2 (In Part): Financing
The Company maintains a domestic revolving credit
agreement in the aggregate amount of $100,000,000 ex
piring December 18, 1999. Of this total, $15,900,000 has
been designated for the issuance of letters of credit relat
ing to the Company’s industrial revenue bonds. The bal
ance of funds available under the revolving credit agree
ment may be utilized for borrowings or other letters of
credit; however, a maximum of $20,000,000 may be allo
cated to such letters of credit. Interest may be deter
mined on a LIBOR or prime rate basis at the Company’s
option. The Company has agreed to pay a commitment
fee varying from ⅛ - ½ of 1% per annum on the unused
portion of the commitment. At December 31, 1996,
$82,200,000 was available under this agreement.
The Company also has short-term credit lines utilized
by its European subsidiaries. At year-end, direct borrow
ings under these agreements totaled $3,255,000; an ad
ditional $15,650,000 remained unused. These credit
lines bear interest based on LIBOR. Foreign long-term
debt includes long-term arrangements at fixed and vari
able rates with the Industry Ministry of Italy totaling
$1,889,000 (due 1997—2008), and variable rate borrow
ings with various international banks of $5,231,000 (due
1997—2004). Further, two of the aforementioned ar
rangements are mortgage notes, under which the Com
pany has pledged the respective land and buildings as
collateral. These facilities had an aggregate net book
value of $6,000,000 at year-end 1996. During 1996, the
average interest rate for all foreign credit arrangements
approximated 6.95%.
COLLINS INDUSTRIES, INC. (OCT)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
2 (In Part): Loan Agreement and Retirement of Debt
On May 9, 1995 the Company entered into a Loan
Agreement with NationsBank of Georgia, N.A., Atlanta,

Georgia (the “Bank”), for a $33.05 million credit facility.
The Agreement provides for a revolving credit facility of
$25.0 million and a long-term credit facility of $8.05 mil
lion. The proceeds of the new credit facility were used to
repay the Company’s Senior Notes and chassis floor
plan notes.
The credit facility is collateralized by receivables, in
ventories, equipment and certain real property. Under
the terms of the Agreement, the Company is required to
maintain certain financial ratios and other financial condi
tions. The Agreement also prohibits the Company from
incurring certain additional indebtedness, limits certain
investments, advances or loans and restricts substantial
asset sales, capital expenditures and cash dividends. At
October 31, 1996 and 1995 the Company was in compli
ance with all loan covenants.
The revolving credit facility requires payment of inter
est (only) at 1.25% over the Bank’s prime rate which was
8.25% at October 31, 1996. The revolving credit facility
also provides for a maximum of $3.0 million in letters of
credit, of which $1.0 million were outstanding at October
31, 1996. The total amount of unused revolving credit
available to the Company at October 31, 1996 was $9.4
million.
The long-term facility includes a $6.2 million term loan
(Term Loan A) which is payable in monthly installments
of $51,667 plus interest at 1.25% over the Bank’s prime
rate. Term Loan A matures upon the expiration of the
Agreement in April, 1998. The long-term facility provides
for an additional $1.85 million long-term credit line (Term
Loan B) at 2.50% over the Bank’s prime rate. At October
31, 1996 no borrowings were outstanding under Term
Loan B which expires May 9, 1997.
FLEMING COMPANIES, INC. (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Long-Term Debt (In Part)
Revolving Credit and Term Loan Agreement: The com
pany has a $1.19 billion committed revolving credit and
term loan agreement with a group of banks. The bank
credit agreement carries an annual facility fee on the to
tal revolving credit portion and a commitment fee on the
unused amount of the revolving credit portion. Interest
rates are based on various money market rate options
selected by the company at the time of borrowing. Bor
rowings and commitments by the bank under the revolv
ing credit portion of the bank credit agreement mature in
1999 and the amortizing term bank loan matures in
2000.
The bank credit agreement and the indentures for the
senior notes contain certain financial covenants. The
bank credit agreement currently contains the following
more significant financial covenants; maintenance of a
consolidated debt-to-net worth ratio of not more than
2.25 to 1; maintenance of a minimum consolidated net
worth of at least $903 million; maintenance of a fixed
charge coverage ratio of at least 1.1 to 1; a limitation on
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dividend payments of $.08 per share, per quarter; and
limitations on capital expenditures. Covenants associ
ated with the senior notes are generally less restrictive
than those of the bank credit agreement.
At year-end 1996, the company would have been al
lowed to borrow an additional $484 million under the
company’s revolving credit facility contained in the bank
credit agreement.
Under the company’s most restrictive borrowing cove
nant, which is the fixed charge coverage ratio, $55 mil
lion of additional fixed charges could have been incurred.
The company is currently in compliance with all financial
covenants under the bank credit agreement and senior
notes.
The bank credit agreement and the senior note inden
tures also place significant restrictions on the company’s
ability to incur additional indebtedness, to create liens or
other encumbrances, to make certain payments, invest
ments, loans and guarantees and to sell or otherwise
dispose of a substantial portion of assets to, or merge or
consolidate with, an unaffiliated entity.
The bank credit agreement contains a provision that,
in the event of a defined change of control, the agree
ment may be terminated. The indentures for the senior
notes provide an option for the note holders to require
the company to repurchase the notes in the event of a
defined change of control and defined decline in credit
ratings.
GTl CORPORATION (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 5. Credit Agreements
The Company has a $7.5 million line of credit agreement
with a bank. Interest on outstanding borrowings currently
accrues at the bank’s prime rate of interest plus one andone-quarter percent (9.50% at December 31, 1996). The
facility is secured by the Company’s domestic accounts
receivable, inventory, and equipment; and borrowings
are limited to the balance of eligible accounts receivable.
Based on eligible accounts receivable at December 31,
1996, the entire $7.5 million of the facility was available
for borrowing. At December 31, 1996 and 1995, there
were approximately $4.9 and $3.2 million, respectively,
of outstanding borrowings under this agreement. The
credit agreement expires on June 30, 1997. In the event
that the Promptus transactions are not closed by June
30, 1997, and/or the Company’s future financial results
are not satisfactory to the bank, the bank may not renew
or extend the current line of credit agreement beyond
June 30, 1997 and the Company may be required to
seek alternative bank financing. There can be no assur
ance that the Promptus transactions will be closed or
that the Company’s financial results for the first quarter
of 1997 will be satisfactory to the bank. Although man
agement believes it will be able to identify an assetbased lender to replace the line of credit, if necessary,

there can be no assurance that alternative financing will
be available to the Company in sufficient amounts, if at
all, and if available, there can be no assurance that the
related terms and conditions will be acceptable to the
Company. Failure of the Company to obtain such alter
native financing, if needed, would have a material and
adverse effect on the Company.
The credit agreement contains certain minimum quar
terly profitability, minimum net-worth, and various finan
cial-ratio requirements. As of December 31, 1996, the
Company was in violation of a certain financial covenant
which has been waived by the bank.
The Company had a foreign credit facility with a for
eign bank for approximately $2.2 million. Outstanding
borrowings at December 31, 1995 were approximately
$1.0 million. This credit facility was repaid during 1996
and the agreement was not renewed.
UNIVERSAL CORPORATION (JUN)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 6. Short-term Credit Facilities
The company maintains lines of credit in the United
States and in a number of foreign countries. Foreign bor
rowings are generally in the form of exchange contracts
and overdraft facilities at rates competitive in the coun
tries in which the company operates. Generally, each for
eign line is available only for borrowings related to opera
tions of a specific country. At June 30, 1996, unused,
uncommitted lines of credit were approximately $1.2 bil
lion. In addition, the company maintains a $100 million
revolving credit facility to support short-term borrowings
including the issuance of commercial paper. The
weighted average interest rate on short-term borrowings
outstanding as of June 30, 1996 and 1995 was approxi
mately 6.2% and 6.6%, respectively.
WESTERN DIGITAL CORPORATION (JUN)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 3 (In Part): Debt
Line of Credit
During April 1996, the Company entered into an unse
cured revolving credit agreement with certain financial in
stitutions which provides for borrowings up to $150 mil
lion. Borrowings under the agreement bear interest in
either the banks’ base rate or the Federal Funds Effec
tive Rate plus a margin. The agreement, which expires in
April 1999, is intended to meet short-term working capital
requirements which may arise from time to time. The
agreement requires the Company to maintain certain fi
nancial ratios and restricts the payment of dividends. No
borrowings were made on this agreement during 1996.
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L O N G -T E R M L E A S E S

Lessee— Capital Leases

Effective for leasing transactions entered into on or after
January 1, 1977, Statement of Financial Accounting
Standards No. 13 is the authoritative pronouncement on
the reporting of leases in the financial statements of les
sees and lessors.
Table 2-28, in addition to showing the number of sur
vey companies reporting capitalized and/or noncapital
ized lessee leases, shows the nature of information most
frequently disclosed by the survey companies for capital
ized and noncapitalized lessee leases. 43 survey compa
nies reported lessor leases.
Examples of long-term lease presentations and disclo
sures follow.

ARDEN GROUP, INC. (DEC)

TABLE 2-28: LONG-TERM LEASES
Number of Companies
1996 1995 1994 1993
Information Disclosed as to
Noncapitalized Leases

Rental expense
Basic.....................................
Contingent.............................
Sublease.............................
Minimum rental payments
Schedule of.............................
Classified by major
categories of property............

508
53
73

499
56
79

498
57
77

493
59
69

505

505

493

490

15

23

18

23

118
106

123
104

145
126

149
137

29
20

37
20

56
27

50
32

Capitalized and
noncapitalized leases............... 269
Noncapitalized leases only............ 255
Capitalized leases only.................
18
No leases disclosed..................... 58

264
255
27
54

279
235
30
56

292
224
28
56

600

600

600

Information Disclosed as to
Capitalized Leases

Minimum lease payments............
Imputed interest.........................
Leased assets by major
classifications.........................
Executory costs.........................
Number of Companies

Total Companies.....................

600

NOTES TO FINANCIAL STATEMENTS
1 (In Part): Accounting Policies:
Property, Plant and Equipment:
Owned property, plant and equipment is valued at cost.
Depreciation is provided on the straight-line method at
rates based on the estimated useful lives of individual
assets or classes of assets. Improvements to leased
properties or fixtures are amortized over their estimated
useful lives or lease period, whichever is shorter.
Leased property meeting certain criteria is capitalized
and the present value of the related lease payments is
recorded as a liability. Amortization of capitalized leased
assets is computed on the straight-line method over the
term of the lease.
Normal repairs and maintenance are expensed as in
curred. Expenditures which materially increase values,
change capacities or extend useful lives are capitalized.
Replacements are capitalized and the property, plant
and equipment accounts are relieved of the items being
replaced. The related costs and accumulated deprecia
tion of disposed assets are eliminated and any gain or
loss on disposition is included in income.
11. Leases:
The principal kinds of property leased by the Company
and its subsidiaries are supermarket buildings, fixtures
and delivery equipment. The most significant obligations
assumed under the lease terms, other than rental pay
ments, are the upkeep of the facilities, insurance and
property taxes. Most supermarket leases contain contin
gent rental provisions based on sales volume and have
renewal options. The exercise of renewal options is pri
marily dependent on the level of business conducted at
the location.
All leases and subleases with an initial term greater
than one year are accounted for under Statement of Fi
nancial Accounting Standards No. 13, “Accounting for
Leases”. These leases are classified as either capital
leases, operating leases or subleases, as appropriate.
Assets Under Capital Leases: Assets under capital
leases are capitalized using interest rates appropriate at
the inception of each lease. Contingent rentals associ
ated with capital leases in 1996, 1995 and 1994 were
$110,000, $109,000 and $143,000, respectively, and ac
cordingly have been charged to expense as incurred.
Following is an analysis of assets under capital leases:
(In Thousands)
Buildings
Equipment
Accumulated amortization

Dec 28,1996

Dec 30,1995

$ 3,058

$ 3,058
875

3.058
(1,844)

3,933
(2,474)

$1,214

$1,459
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Future minimum lease payments for the above assets
under capital leases at December 28, 1996 are as
follows:
(In Thousands)
1997
1998
1999
2000
2001
Remainder

$636
638
636
638
636
3,395

Total minimum obligations
Executory costs

6,579
(51)

Net minimum obligations
Interest

6,528
(2,745)

Present value of net minimum obligations
Current portions

3,783
(205)

Long-term obligations at December 28,1996

$ 3,578

Minimum capital lease obligations have not been re
duced by related minimum future sublease rentals of
$2,861,000.
Executory costs include such items as property taxes
and insurance.
Operating Leases and Subleases: Future minimum
lease payments for all noncancellable operating leases
having a remaining term in excess of one year at De
cember 28, 1996 are as follows:

(In Thousands)
1997
1998
1999
2000
2001
Remainder

Commitments

Deduct
Net
Sublease
Rental
Rentals Commitments

$ 3,349
3,399
3,404
3,269
3,122
30,646

$

449
456
468
465
382
4,178

$ 2,900
2,943
2,936
2,804
2,740
26,468

$47,189

$ 6,398

$ 40,791

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
5. Capital Leases
During 1982, the Company entered into an agreement
with a local government agency under which the
agency’s bond proceeds of $3,800,000 were used to
purchase land and construct an operating facility for
lease to the Company. These expenditures have been
recorded as property under capital lease.
The lease term extends to October 1997, at which time
title to the property passes to the Company. Rental pay
ments coincide with the agency’s bond repayment obli
gation, which requires quarterly principal payments of
$63,330 plus interest at two-thirds of a designated
bank’s prime lending rate. The bank’s prime rate at
March 31, 1996 was 8.25%. The lease imposes certain
restrictions on the levels of capital expenditures, working
capital and net worth, and limits potential dividends to
one-half of the prior year’s net income. At March 31,
1996, the Company was not in compliance with certain
provisions of this lease agreement. Consequently, the
remaining principal balance of $443,510 is presented as
a current liability in the balance sheet. The outstanding
principal on this obligation was repaid in June, 1996.
The Company has various equipment under capital
lease agreements which require payments of principal
and interest of $147,300 in 1997, $146,500 in 1998 and
$29,300 in 1999.
Property acquired under capital leases consists of the
following:
March 31,
Land
Land improvements
Building
Machinery and equipment

1996

1994

$ 270,000 $ 270,000 $ 270,000
225,147
225,147
225,147
2,938,072 2,938.072 2,938,072
1,327,591 1,327,591 1,322,445
4,760,810

Less—Accumulated
depreciation

1995

4,760,810

4,755,664

(2,269,335) (2,035,297) (1,786,613)
$2,491,475 $2,725,513 $2,969,051

Obligations under capital leases are summarized below.
DETECTION SYSTEMS, INC. (MAR)
1996
Current liabilities:
Notes payable
Current portion of capital lease
obligation
Accounts payable
Accrued payroll and benefits
Other accrued liabilities
Long term liabilities
Obligations under capital lease
Long term debt
Deferred compensation
Deferred income taxes

March 31,
1995

$1,183,750
559,860
6,231,737
1,566,777
3,171,914

$ 434,934
1,213,958
1,074,103
266,526

12,714,038

2,989,521

1,931,900
186,471
17,750,000
1,745,886

745,733
1,527,638
288,200

Operating facility
Production and office
equipment
Less—Current portion

1996

1995

1994

$443,510

$ 696,830

$950,150

302,821

483,837

632,332

746,331
(559,860)

1,180,667
(434,934)

1,582,482
(437,189)

$186,471

$ 745,733 $1,145,293

Total depreciation expense on assets under capital
leases was approximately $263,000, $294,800 and
$209,300 in 1996, 1995 and 1994, respectively.
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HUGHES SUPPLY, INC. (JAN)

HON INDUSTRIES INC. (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Dylans In Thousands)

Leases
The Company leases certain warehouse and plant facili
ties and equipment. Commitments for minimum rentals
under non-cancellable leases at the end of 1996 are as
follows:
Capitalized
Leases

Operating
Leases

Thereafter

$ 2,024
2,024
2,024
2,024
664
2,069

$ 5,532
4,941
3,975
2,897
2,113
883

Total minimum lease payments
Less amount representing interest

10,829
3,377

(In thousands)
1997
1998
1999
2000
2001

Present value of net minimum lease
payments, including current
maturities of $1,133,000

$20,341

Buildings
Machinery and equipment
Less allowances for
depreciation

Lease Commitments
The Company leases certain facilities and equipment un
der agreements which are classified as capital leases.
The building leases are with a corporation which is
owned by three of the directors of Hughes Supply, Inc.
These leases generally provide that all expenses related
to the properties are to be paid by the lessee. The leases
also generally provide for rental increases at specified in
tervals. The leases all expire within ten years; however, it
is expected that they will be renewed. Rents under these
agreements amounted to $1,092, $1,149 and $1,165 for
fiscal 1997, 1996 and 1995, respectively. Most equip
ment leases have purchase options at the end of the
original lease term. Assets under capital leases are in
cluded in the consolidated balance sheets as follows:

Property (land and buildings)
Equipment

$ 7,452

Property, plant, and equipment at year-end include the
following amounts for capitalized leases:
(In thousands)

Note 7 (In Part): Commitments and Contingencies

1996

1995

1994

$ 3,299
8,419

$ 3,299
8,419

$ 3,709
8,419

11,718

11,718

12,128

4,854

3,569

2,507

$6,864

$8,149

$9,621

Rent expense for the years 1996, 1995, and 1994
amounted to approximately $6,788,000; $7,439,000; and
$6,572,000, respectively. The Company has operating
leases for office and production facilities with annual
rents totaling $578,000 with the former owners of a busi
ness acquired in 1996. These individuals continue as of
ficers of a subsidiary of the Company following the
merger. Contingent rent expense under both capitalized
and operating leases (generally based on mileage of
transportation equipment) amounted to $353,000;
$608,000; and $525,000 for the years 1996, 1995, and
1994, respectively.

Accumulated amortization

1997

1996

$ 9,407
289

$10,551

9,696
(8,492)
$1,204

10,551
(8,840)
$1,711

In addition, rents under operating leases paid to the re
lated corporation were $220, $358 and $400 in fiscal
1997, 1996 and 1995, respectively.
Future minimum payments, by year and in the aggre
gate, under the aforementioned leases and other noncancellable operating leases with initial or remaining
terms in excess of one year as of January 31, 1997, are
as follows:
Fiscal Years Ending

Capital
Leases

Operating
Leases

1998
1999
2000
2001
2002
Later years

$1,170
584
390
344
148
110

$14,125
11,752
9,356
7,404
4,629
7,823

Total minimum lease payments
Less amount representing interest

2,746
(500)

$55,089

Present value of net minimum
lease payments
Less current portion

2,246
(959)
$1,287
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Assets recorded under capital leases consists of:

Lease-related expenses are as follows:
1997
Capital lease amortization
Capital lease interest expense
Operating lease rentals
(excluding month-to-month
rents)

$ 552
290
15,791

Fiscal Years Ended
1996
1995
$

584
364

$ 594
440

12,816

7,904

Distribution and manufacturing
facilities
Store facilities
Less accumulated amortization

1995

$ 30,381 $ 35,382
233,017
219,515
(118,589) (118,482)
$144,809

$136,415

Minimum annual rentals for the five years subsequent
to 1996 and in the aggregate are:

THE KROGER CO. (DEC)
(In thousands of dollars)

1996

1995

Current liabilities
Current portion of long-term debt
Current portion of obligations under
capital leases
Accounts payable
Other current liabilities

$ 11,642

$ 24,939

9,501
1,650,256
1,041,521

8,975
1,540,067
991,456

Total current liabilities
Long-term debt
Obligations under capital leases
Deferred income taxes
Other long-term liabilities

2,712,920
3,478,743
180,748
151,036
483,672

2,565,437
3,318,499
171,229
153,232
439,333

Total Liabilities

7,007,119

6,647,730

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Dollaramounts are in th ousands
Accounting Policies (In part)
Property, Plant and Equipment
Property, plant and equipment are stated at cost. Depre
ciation and amortization, which includes the amortization
of assets recorded under capital leases, are computed
principally using the straight-line method over the esti
mated useful lives of individual assets, composite group
lives or the initial or remaining terms of leases. Buildings
and land improvements are depreciated based on lives
varying from ten to 40 years and equipment depreciation
is based on lives varying from three to 15 years. Lease
hold improvements are amortized over their useful lives
which vary from four to 25 years.
Leases
The Company operates primarily in leased facilities.
Lease terms generally range from 10 to 25 years with
options to renew at varying terms. Certain of the leases
provide for contingent payments based upon a percent
of sales.
Rent expense (under operating leases) consist of:

Minimum rentals
Contingent payments

1996

1996

1995

1994

$291,256
10,373
$301,629

$288,961
10,867

$288,499
10,974

$299,828

$299,473

1997
1998
1999
2000
2001
Thereafter
Less estimated executory costs
included in capital leases
Net minimum lease payments
under capital leases
Less amount representing
interest
Present value of net minimum
lease payments under capital
leases

Capital
Leases

Operating
Leases

$31,974
31,332
31,042
30,099
29,041
245,365

$ 293,302
280,191
265,751
246,444
225,502
1,955,358

398,852

$3,266,548

20,606
378,246
187,997

$190,249

Lessee— O perating Leases
BRUNSWICK CORPORATION (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
14. Leases
The Company has various lease agreements for offices,
branches, factories, distribution and service facilities,
certain Company-owned bowling centers, and certain
personal property. These obligations extend through
2032.
Most leases contain renewal options and some contain
purchase options. Many leases for Company-operated
bowling centers contain escalation clauses, and many
provide for contingent rentals based on percentages of
gross revenue. No leases contain restrictions on the
Company’s activities concerning dividends, additional
debt or further leasing.
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Rent expense consisted of the following:

GENERAL INSTRUMENT CORPORATION (DEC)

(In millions)

1996

1995

1994

Basic expense
Contingent expense
Sublease income

$29.6
0.4
(1.1)

$21.5
0.5
(1.9)

$21.1
0.5
(1.7)

Rent expense, net

$28.9

$20.1

$19.9

Future minimum rental payments at December 31, 1996,
under agreements classified as operating leases with
noncancelable terms in excess of one year, are as
follows:
(In millions)
1997
1998
1999
2000
2001
Thereafter

$17.1
16.5
14.0
12.6
9.6
13.7

Total (not reduced by minimum
sublease rentals of $1.4 million)

$83.5

FLOWERS INDUSTRIES, INC. (JUN)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
5 (In Part): Commitments and Contingencies
Description of Operating Lease Arrangements
The Company leases certain property and equipment, in
cluding warehouses and certain distribution and other
equipment, under operating leases which expire over the
next twenty years. Most of these operating leases pro
vide the Company with the option after the initial lease
term either to purchase the property at the then fair value
or renew its lease at the then fair rental value for periods
of one month to ten years. Generally, management ex
pects that leases will be renewed or replaced by other
leases in the normal course of business. Payments for
certain truck rentals are based on a minimum rental plus
additional rent based on mileage.
Minimum payments for operating leases having initial
or remaining noncancelable terms in excess of one year
are as follows:
Fiscal Year(s) Amounts in thousands
1997
1998
1999
2000
2001
2002 to termination (aggregate)
Total minimum lease payments

$ 16,598
14,081
12,821
10,942
8,982
39,848
$103,272

Total rent expense for all operating leases amounted to
$30,863,000 for 1996, $23,487,000 for 1995 and
$22,021,000 for 1994.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
9 Commitments and Contingencies
The Company leases office space, manufacturing and
warehouse facilities and transportation and other equip
ment under operating leases which expire at various
dates through the year 2009. Rent expense was $23,
$17 and $14 million in 1996, 1995 and 1994, respec
tively. In August 1996, the Company entered in a sevenyear operating lease agreement for two administrative fa
cilities. The total cost of the facilities covered by this
lease agreement is limited to $115 million. The lease
provides for a substantial residual value guarantee (ap
proximately 83% of the total cost) by the Company which
is due upon termination of the lease and includes pur
chase and renewal options. Upon termination of the
lease, the Company can either exercise its purchase op
tion, or the facilities can be sold to a third party. The
Company expects the fair market value of the leased fa
cilities to substantially reduce or eliminate the Com
pany’s payment under the residual value guarantee. The
table of future minimum operating lease payments below
excludes any payment related to this guarantee.
Future minimum lease payments required under oper
ating leases as of December 3 1 , 1996 were as follows:
$11,558
13,976
12,241
10,793
9,622
24,706

1997
1998
1999
2000
2001
Thereafter
MOSINEE PAPER CORPORATION (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
5 - Leases
The company has no significant capital lease liabilities.
The company has various operating leases for machin
ery and equipment, automobiles, office equipment and
warehouse space.
Future minimum payments, by year and in the aggre
gate, under noncancelable operating leases with initial or
remaining terms of one year or more consisted of the fol
lowing as December 31, 1996:
($ thousands)
1997
1998
1999
2000
2001
Total minimum lease payments

Operating Leases
$ 946
765
616
355
107
$ 2,789

Rent expense for all operating leases of plant and equip
ment was $2,245,000 in 1996, $2,563,000 in 1995 and
$2,834,000 in 1994.
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Lessor Leases
1996

1995

$2,004
(224)

$1,723
(181)

Finance receivables, net
Less current portion

1,780
(897)

1,542
(791)

Amounts due after one year, net

$ 883

$ 751

In millions
Gross finance receivables
Unearned income

CURTISS-WRIGHT CORPORATION (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
14. Leases
Buildings and Improvements Leased to Others. The Cor
poration leases certain of its buildings and related im
provements to outside parties under noncancelable op
erating leases. Cost and accumulated depreciation of the
leased buildings and improvements at December 31,
1996, were $53,686,000 and $44,690,000, respectively,
and at December 31, 1995, were $51,501,000 and
$43,674,000, respectively.
Facilities Leased from Others. The Corporation con
ducts a portion of its operations from leased facilities,
which include manufacturing plants, administrative of
fices and warehouses. In addition, the Corporation
leases automobiles and office equipment under operat
ing leases. Rental expenses for all operating leases
amounted to approximately $2,283,000 in 1996,
$1,857,000 in 1995 and $1,840,000 in 1994.
At December 31, 1996, the approximate future mini
mum rental income and commitment under operating
leases that have initial or remaining noncancelable terms
in excess of one year are as follows:
(In thousands)

Rental
Income

Rental
Commitment

1997
1998
1999
2000
2001
2002 and beyond

$ 5,066
5,176
4.053
3,486
2,868
14,640

$1,914
1,947
1,378
609
351
1,194

Total

$25,289

$ 7,393

HEWLETT-PACKARD COMPANY (OCT)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Finance Receivables and Equipment on Operating
Leases
Finance receivables represent sales-type and direct-fi
nancing leases and installment sales resulting from the
marketing of the company’s and complementary thirdparty products. These receivables have terms from two
to five years and are typically collateralized by a security
interest in the underlying assets. The components of fi
nance receivables, net, which are included in accounts
and notes receivable and long-term investments and
other assets at October 31, are:

Contractual maturities of the company’s gross finance re
ceivables at October 31, 1996 are $1,022 million in
1997, $527 million in 1998, $291 million in 1999, $116
million in 2000 and $48 million thereafter. Actual cash
collections may differ, however, primarily due to cus
tomer early buy-outs and refinancings.
The company also leases its products to customers
under operating leases. Equipment on operating leases
was $849 million and $573 million at October 31, 1996
and 1995, respectively, and is included in machinery and
equipment. Accumulated depreciation on equipment on
operating leases was $378 million and $286 million at
October 31, 1996 and 1995, respectively. Minimum fu
ture rentals on noncancelable operating leases with
original terms of one year or longer are $466 million in
1997, $259 million in 1998, $92 million in 1999, $17 mil
lion in 2000 and $14 million thereafter.

Investm ent In Leveraged Leases
PITTWAY CORPORATION (DEC)
(Dollars in thousands)
Investments:
Marketable securities
Investment in affiliate
Real estate and other ventures
Leveraged leases (Note 3)
Other Assets:
Goodwill, less accumulated
amortization of $9,707 in
1996 and $8,432 in 1995
Other intangibles, less accumulated
amortization of $10,668 in 1996
and $10,360 in 1995
Notes receivable
Miscellaneous

1996

1995

$ 37,814
31,183
39,242
19,515

$ 20,000
7,689
33,874
21,046

127,754

82,609

54,068

48,714

5,022
8,070
7,062

5,422
5,892
6,607

74,222

66,635
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Dollars in thousands)

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
9 (In Part): Leases

Note 3 — Leveraged Leases
The Company is an equity participant in leveraged
leases of an aircraft and communication satellite
transponders. As the Company has no general liability
for the nonrecourse debt attributable to the acquisition of
such assets, the debt has been offset against the related
rentals receivable. The net investment in leveraged
leases consist of:

Rentals receivable (net of principal
and interest on nonrecourse debt)
Estimated residual value
Unearned and deferred income

1996

1995

$ 12,875
11,432
(4,792)

$13,179
12,532
(4,665)

19,515
(19,630)

12,046
(20,523)

Investment in leveraged leases
Deferred income taxes
Net investment

$

(115)

$

The Company has entered into several agreements for
the sale and leaseback of certain production equipment
at its domestic plastic wrap and bag plants. The Com
pany has purchase and lease renewal options at pro
jected future fair market values under the agreements.
The leases are classified as operating leases in accord
ance with SFAS No. 13 “Accounting for Leases”.
As of June 30, 1996, equipment with book values total
ing $105,383,000 have been removed from the balance
sheet, and the gains realized on the sale transactions to
taling $4,672,000 have been deferred and are being
credited to income as rent expense adjustments over the
lease terms. The average annual lease payments, over
the lives of the leases, are $17,457,000 for the above
mentioned equipment.
HUDSON FOODS, INC. (SEP)
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A summary of the components of income from lever
aged lease follows:
1996

1995

1994

Income before income taxes
Income tax benefit (cost)Current
Deferred

$433

$363

$1,142

Income from leveraged leases

$281

(911)
759

106
(233)
$236

3,201
(3,601)
$ 742

Minimum annual rentals receivable (net of principal and
interest on nonrecourse debt) under leveraged leases for
the next five years beginning with 1997 are $975,
$2,065, $1,751, $3,488, $483 and an aggregate of
$4,113 thereafter.

Sale-Leaseback
FIRST BRANDS CORPORATION (JUN)
1996

1995

Total current liabilities
$179,,293
Long-term debt
199,,355
Deferred tax liabilities
66,,300
Other long-term obligations
16,,050
Deferred gain on sales of assets (note 9)
1,,057

$248,288
166,279
54,524
16,040
2,637

(Dollars in thousands)

9 (In Part): Commitments and Contingencies
The Company leases transportation and delivery equip
ment, poultry farms, processing equipment and distribu
tion facilities under operating leases expiring during the
next six years. Management expects that in the normal
course of business the leases will be renewed or re
placed by other leases.
In November and December 1992, under sale-lease
back agreements, the Company sold certain equipment
with a net book value of $4.5 million for $19.2 million
cash. Annual payments under the operating lease agree
ments are $3.5 million. The gain of $14.7 million is being
amortized over the terms of the leases. At September
28, 1996 and September 30, 1995, the unamortized por
tion of the deferred gain is included in the balance sheet
captions
“accrued
liabilities”
($2,005,000
and
$2,777,000, respectively) and “deferred income taxes
and deferred gain” ($434,00 and $4,177,000, respec
tively).
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PALL CORPORATION (JUL)

O T H E R N O N C U R R E N T L IA B IL IT IE S

NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (In thousands)
Long-Term Debt

Bank loans in Japan, due in
installments through 1999
7.23% term loan, due on
June 30,1999
7.38% sale-and-leaseback
obligation
Industrial development bonds,
paid in 1996
Capitalized leases, 6.48% to 16.5%
due in varying amounts through the
year 2005
Total long-term debt
Less: current portion
Long-term debt, net of current portion

At Aug 3,
1996

At Jul 29,
1995

$23,028

$28,501

20,000

20,000

18,030

21,620

_

4,320

2,817

3,867

63,875
17,163

78,308
9,494

$46,712

$68,814

The Company’s Japanese subsidiary has entered into
loan arrangements in the total amount of 2.5 billion Yen
($23,028). The loans are being amortized through the
year 1999, and bear interest at rates between 1.13% and
3.6%.
In July 1995, the Company entered into a sale-andleaseback transaction for certain of its personal proper
ties for approximately $25,000. No gain or loss was
recognized on this transaction. For accounting purposes,
the Company has treated this transaction as a financing
arrangement. Payments are due in installments through
the year 2001. Depreciation on the properties has been
reflected in accordance with the Company’s normal ac
counting practices.
The aggregate annual maturities of long-term debt dur
ing the fiscal years 1997 through 2001 are approximately
as follows; 1997, $17,163; 1998, $4,606; 1999, $34,225;
2000, $3,475; and 2001, $3,696.

In addition to long-term debt, many of the survey compa
nies presented captions for deferred taxes, minority inter
ests, employee liabilities, estimated losses or expenses,
and deferred credits. Table 2-29 summarizes the nature
of such noncurrent liabilities and deferred credits. Exam
ples of presentations and disclosures for noncurrent li
abilities and deferred credits follow.

TABLE 2-29: OTHER NONCURRENT LIABILITIES
Number of Companies
1996 1995 1994 1993

Deferred income taxes.................
Minority interest.........................
Liabilities of nonhomogeneous
operations...............................

411
147

408
143

424
138

419
137

13

14

16

24

239
133

252
156

256
148

218
167

54
13

58
12

56
16

51
10

62
30
23
9
57

55
46
24
8
46

54
47
22
12
44

39
44
20
9
50

11

15

19

16

5
14

6
21

4
16

8
18

Employee liabilities

Benefits....................................
Pension accruals........................
Deferred compensation,
bonus, etc...............................
Other—described......................
Estimated losses
or expenses

Environmental...........................
Discontinued operations..............
Insurance..................................
Warranties................................
Other—described......................
Deferred credits

Deferred profit on sales...............
Payments received prior to
rendering service....................
Other—described......................
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Deferred Incom e Taxes

SCOPE INDUSTRIES (JUN)

COMPUTER SCIENCES CORPORATION (MAR)
(In thousands)
Total current liabilities
Long-term debt, net of current
maturities
Deferred income taxes (Note 6)
Other long-term liabilities

1996

1995

$ 760,443

$777,912

405,471
72,011
52,171

310,317
52,601
44,271

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 6 (In Part): Income Taxes
The tax effects of significant temporary differences that
comprise deferred tax balances are as follows:
In thousands
Deferred tax assets (liabilities)
Deferred income
Employee benefits
Provisions for contract settlement
Currency exchange
Other assets
Contract accounting
Depreciation and amortization
Prepayments
Employee benefits
Other liabilities
Total deferred taxes

March 29
1996

March 31
1995

$ 2,572
9,691
15,866
1,427
479
(75,925)
(68,542)
(16,537)
(10,452)
(6,536)

$ 2,552
671
7,517
(7,429)
6,663
(53,129)
(29,964)
(8,064)
(11,933)
(10,851)

$(147,957)

$(103,967)

Of the above deferred amounts, $75,946,000 and
$51,366,000 are included in current income taxes pay
able at March 29, 1996 and March 31, 1995, respec
tively.

Total current liabilities
Deferred Income Taxes (Note 8)

1996

1995

$ 4,646,457
2,750,000

$ 2,764,665

7,396,457

2,764,665

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 1 (In Part): Summary of Significant Accounting
Policies
Income Taxes:
The Company files a consolidated Federal income tax
return. The Company provides for income taxes using
the asset and liability method under which deferred in
come taxes are recognized for the estimated future tax
effects attributable to temporary differences and carryfor
wards that result from events that have been recognized
either in the financial statements or the income tax re
turns, but not both. The measurement of current and de
ferred income tax liabilities and assets is based on provi
sions of enacted tax laws. Valuation allowances are
recognized if, based on the weight of available evidence,
it is more likely than not that some portion of the deferred
tax assets will not be realized.
Note 8 (In Part): Income Taxes
The major components of the deferred tax assets and li
abilities are:
For the years ended June 30,
Depreciation
Income not currently taxable
Unrealized gain on investments
Other
Total deferred income tax liabilities
Expenses not currently deductible
Recognized losses not currently
deductible
Tax benefit carryforwards
Total deferred income tax assets
Valuation allowance
Net deferred income tax
(liability) assets

1996

1995

$ (377,906)
(30,496)
(3,530,000)
(13,105)

$ (347,355)

(3,951,507)

(368,990)

1,006,510

793,239

3,079,339

3,093,947
146,146

4,085,849

4,033,332

(2,884,342)

(3,399,342)

$(2,750,000)

$ 265,000

(21,635)
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NOTES TO FINANCIAL STATEMENTS
(Dollars in millions)

M inority Interests
BAUSCH & LOMB INCORPORATED (DEC)
Dollar Amounts In Millions
Total Current Liabilities
Long-Term Debt, less current portion
Other Long-Term Liabilities
Minority Interest
Total Liabilities

18. Minority Interests

1996

1995

$ 929.1
236.3
124.0
432.1

$ 859.5
191.0
139.9
430.4

1,721.5

1,620.8

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DollarAmounts in Millions
Note 10: Minority Interest
Four wholly-owned subsidiaries of the Company have
contributed operating and financial assets with an esti
mated market value of $1,006.0 to a limited partnership,
in exchange for an aggregate 72% general and limited
partnership interest. An outside investor contributed
$400.0 in cash to the partnership in exchange for a 28%
limited partnership interest. A wholly-owned subsidiary of
the Company manages the activities of the partnership.
This transaction did not result in any gain or loss for the
Company.
The partnership is a separate legal entity from the
Company whose purpose is to own and manage a port
folio of assets. Those assets include portions of the
Company’s biomedical operations, those used for the
manufacture and sale of rigid gas permeable contact
lens materials and lens care solutions, cash and cash
equivalents, a long-term note guaranteed by the Com
pany and certain floating-rate demand notes due from
certain of the Company’s subsidiaries. For financial re
porting purposes, the assets, liabilities and earnings of
the partnership entities have continued to be included in
the Company’s consolidated financial statements. The
outside investor’s limited partnership interest in the part
nership has been recorded as minority interest.
E.l. DU PONT DE NEMOURS AND COMPANY
(DEC)
(Dollars in millions)
Total Current Liabilities
Long-Term Borrowings and Capital
Lease Obligations
Other Liabilities
Deferred Income Taxes
Total Liabilities
Minority Interests (Note 18)

1996

1995

$10,987

$12,731

5,087
8,451
2,133

5,678
8,454
1,783

26,658
620

28,646
230

In March 1996, certain petroleum subsidiaries contrib
uted assets with an aggregate fair value of $613 to
Conoco Oil & Gas Associates L.P. (COGA) for a general
partnership interest of 67 percent. The remaining 33 per
cent was purchased by Vanguard Energy Investors L.P.
(Vanguard) as a limited partner. The net result of this
transaction was to increase minority interests by $297.
Vanguard is entitled to a cumulative annual priority re
turn on its investment and participation in residual earn
ings at rates established in the partnership agreement.
The priority return rate, currently 6.52 percent, is negoti
ated every four years. Vanguard’s share of COGA’s
1996 earnings was $18, or 17 percent.
HARCOURT GENERAL, INC. (OCT)
1996

1995

$ 948,347

$ 744,971

Long-term liabilities
Notes and debentures
Other long-term liabilities

714,282
224,792

789,008
210,846

Total long-term liabilities
Minority interest

939,074
217,653

999,854
—

(in thousands)
Total current liabilities

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
4. The Neiman Marcus Group, Inc.
On October 17, 1996, NMG completed a public offering
of 8.0 million shares of its common stock at a price of
$35.00 per share. The net proceeds from the offering
($267.3 million) were used by NMG to partially fund the
repurchase of all of NMG’s issued and outstanding pre
ferred stocks from the Company. The total consideration
paid by NMG to the Company in connection with the re
purchase was $416.4 million, plus accrued and unpaid
dividends through the date of the public offering. Of the
total consideration, $260.0 million in cash was advanced
to the Company during October 1996. In addition to the
advance, on November 12, 1996 NMG paid the Com
pany $27.2 million in cash and 3.9 million shares of its
common stock (valued at $135.0 million at $35 per
share) and completed the exchange for all of NMG’s is
sued and outstanding preferred stocks. The impact of
NMG’s public offering and the repurchase of its preferred
stocks from the Company is reflected in the 1996 finan
cial statements. The Company presently owns approxi
mately 53% of the outstanding common stock of NMG,
as compared to 59% prior to the transaction. The NMG
public offering resulted in the establishment of a minority
interest liability of $217.7 million, which represents the
NMG minority shareholders’ interest in the shareholders’
equity of NMG, and an increase of $15.2 million in paidin capital, which represents the Company’s incremental
share of NMG’s shareholders’ equity, both at October
31, 1996.
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The cash flows of NMG are not available to the Com
pany, except through NMG dividend payments. NMG did
not pay dividends on its common stock in 1996. Addition
ally, the Company’s consolidated long-term liabilities at
October 31, 1996 include $361.9 million of NMG obliga
tions, which are not guaranteed by Harcourt General.
The Company and NMG are parties to an agreement
pursuant to which the Company provides certain man
agement, accounting, financial, legal, tax and other cor
porate services to NMG. The fees for these services are
charged at the Company’s cost and are subject to the
approval of a committee of directors of NMG who are not
affiliated with the Company. This agreement may be ter
minated by either party on 180 days’ notice. Charges to
NMG were $6.9 million in 1996, $6.5 million in 1995 and
$6.9 million in 1994.
Substantially all of the executive officers of the Com
pany serve in similar capacities with NMG. During the
period covered by these financial statements the Com
pany’s Chairman of the Board and one other executive
officer served as directors of NMG.

IMC-Agrico makes cash distributions to each partner
based on formulas and sharing ratios as defined in the
Partnership Agreement. For the year ended June 30,
1996, the total amount of Distributable Cash generated
by IMC-Agrico was $465.3 million, of which $248.0 mil
lion was distributed to FRP, including $57.7 million dis
tributed in August 1996.
On January 23, 1996, the Company and FRP entered
into certain amendments to the Partnership Agreement.
Effective March 1, 1996, there was a shift of 0.85 percent
of Distributable Cash interest of IMC-Agrico from the
Company to FRP.
TENNECO INC. (DEC)
(Millions)
Long-term debt
Deferred income taxes
Postretirement benefits
Deferred credits and other liabilities
Minority interest

1996
$2,067
476
168
305
304

1995
$1,648
435
156
166
301

IMC GLOBAL INC. (JUN)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Dollars in millions)
Total current liabilities
Long-term debt, less current
maturities
Deferred income taxes
Other noncurrent liabilities
Minority interest

1996

1995

$ 366.4

$ 442.0

736.7
315.7
352.0
509.7

750.2
306.2
306.8
510.2

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
6. Joint Venture Partnership
On July 1, 1993, the Company and FRP entered into a
joint venture partnership in which both companies con
tributed their respective phosphate businesses to create
IMC-Agrico, a Delaware general partnership, in return for
a 56.5 percent and a 43.5 percent economic interest, re
spectively, in IMC-Agrico. The activities of IMC-Agrico,
which is operated by the Company include the mining
and sale of phosphate rock, and the production, distribu
tion and sale of phosphate crop nutrients, animal feed in
gredients, uranium oxide and related products.
For financial reporting purposes, the acquisition of 56.5
percent of FRP’s phosphate business net assets was ac
counted for as a purchase and resulted in a deferred
gain which is recognized in the Consolidated Statement
of Earnings as the related FRP assets are being used in
operations, generally over 20 years. Other operating in
come and expense, net included $3.1 million from the
amortization of such gain for the year ended June 30,
1996, $3.0 million in 1995 and $16.0 million (including
$12.7 million related to finished goods inventory) in 1994.
FRP’s 43.5 percent interest in IMC-Agrico has been re
ported as minority interest in the Company’s Consoli
dated Balance Sheet, and the earnings therefrom have
been reported as minority interest in the Company’s
Consolidated Statement of Earnings.

10. Minority Interest
At December 31, 1996 and 1995, Tenneco reported mi
nority interest in the balance sheet of $304 million and
$301 million, respectively. At December 31, 1996, $293
million of minority interest resulted from the December
1994 sale of a 25% preferred stock interest in Tenneco
International Holding Corp. (“TIHC”) to a financial inves
tor. TIHC holds certain assets including the capital stock
of Tenneco Canada Inc., Monroe Europe N.V., Monroe
Australia Proprietary Limited, Walker France S.A. and
other subsidiaries included in the Tenneco Automotive
segment. For financial reporting purposes, the assets, li
abilities, and earnings of TIHC and its subsidiaries are
consolidated in Tenneco’s financial statements, and the
investor’s preferred stock interest has been recorded as
“Minority interest” in the balance sheet.
Dividends on the TIHC preferred stock are based on
the issue price ($300 million) times a rate per annum
equal to 1.12% over LIBOR and are payable quarterly in
arrears on the last business day of each quarter. The
weighted average rate paid on TIHC preferred stock was
6.83% and 7.30% for 1996 and 1995, respectively. Addi
tionally, beginning in 1996, the holder of the 12,000,000
shares of preferred stock is entitled to receive, when and
if declared by the Board of Directors of TIHC, participat
ing dividends based on the operating income growth rate
of TIHC. For financial reporting purposes, dividends paid
by TIHC to its financial investors have been recorded in
Tenneco’s statements of income as “Minority interest.”
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The current portion of nonpension postretirement
benefits included in “Accrued liabilities” was $19 at July
28, 1996 and July 30, 1995.

Em ployee- Related Liabilities
CAMPBELL SOUP COMPANY (JUL)
(millions)
Total current liabilities
Long-term debt
Nonpension postretirement
benefits (Note 6)
Other liabilities

1996

1995

$2,229
744

$2,164
857

452
465

434
392

3,890

3,847

Total liabilities

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(million dollars)

HARMON INDUSTRIES, INC. (DEC)
(Dollars in thousands)
Total current liabilities
Deferred compensation liability (note 6)
Long-term debt
Total liabilities

1996

1995

$39,401
3,925
3,412

$21,827
3,696
12,090

46,738

37,613

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
6 (In Part): Commitments

6 (In Part): Pension Plans and Retirement Benefits
Retiree Benefits-The Company provides postretirement
benefits including health care and life insurance to sub
stantially all retired U.S. employees and their depend
ents. Employees who have 10 years of service after the
age of 45 and retire from the company are eligible to par
ticipate in the postretirement benefit plans. Healthcare
claims and death benefits paid totaled $20 in 1996 and
1995 and $18 in 1994.
Postretirement benefit expense was comprised of the
following:
1996

1995

1994

Benefits earned during the year
Interest cost

$17
21

$18
34

$19
31

Postretirement benefit expense

$38

$52

$50

July 28,
1996

July 30,
1995

$204
48
62

$241
61
81

314
157

383
70

$471

$453

Actuarial present value of benefit obligations:
Retirees
Fully eligible active plan participants
Other active plan participants
Accumulated benefit obligation
Unrecognized net gain
Accrued postretirement benefit liability

The discount rate used to determine the accumulated
postretirement benefit obligation was 8.00% in 1996 and
7.75% in 1995. The assumed initial healthcare cost trend
rate used to measure the accumulated postretirement
benefit obligation was 7%, declining to 4.5% over a pe
riod of 6 years and continuing at 4.5% thereafter. A onepercentage-point change in the assumed healthcare cost
trend rate would have changed the 1996 accumulated
postretirement benefit obligation by $32 and postretire
ment benefit expense by $7.
Obligations related to non-U.S. postretirement benefit
plans are not significant since these benefits are gener
ally provided through government-sponsored plans.

The Company has a nonqualified, unfunded deferred
compensation plan for certain key executives providing
for payments upon retirement, death or disability. Under
the plan, certain employees receive retirement payments
equal to a portion of the three highest continuous years’
average compensation. These payments are to be made
for the remainder of the employees’ life with a minimum
payment of ten years’ benefits to either the employee or
his or her beneficiary. The plan also provides for reduced
benefits upon early retirement, disability or termination of
employment. The deferred compensation (gain) expense
was $(365,000), $491,000 and $522,000 for the years
ended December 3 1 , 1996, 1995 and 1994, respectively.
THE L.S. STARRETT COMPANY (JUN)
(In thousands)
Total current liabilities
Deferred income taxes
Long-term debt
Accumulated postretirement benefit
obligation

1996

1995

$29,853
8,001
7,100

$26,165
8,093
8,700

15,073

14,153

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Employee Benefit Plans (In Part)
The Company provides certain medical and life insur
ance benefits for most retired employees in the United
States. The status of these plans at year end is as fol
lows (in thousands):
1996

1995

Accumulated postretirement benefit
obligation:
Retirees
Active plan participants
Unrecognized loss

$6,556
9,752
(1,235)

$6,526
9,378
(1,751)

Accumulated postretirement benefit
obligation accrued

$15,073

$14,153
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Postretirement benefit expense consists of the following
(in thousands):
1996
1995
1994
Service cost
Interest cost
Amortization cost

$ 490
1,096
27

$ 425
1,054
38

$ 414
1,039
53

$1,613

$1,517

$1,506

The following table sets forth the funded status and
amounts recognized in the consolidated balance sheets
at December 31, 1996 and 1995, for the company’s de
fined benefit plans:
1996

1995

Plans Where Plans Where Plans Where
Assets
Assets Accumulated
Exceed
Exceed
Benefits
Accumulated Accumulated
Exceed
Benefits
Benefits
Assets

The Company’s portion of the annual rate of increase in
the per capita cost of covered benefits is assumed to be
2%. A one percentage point increase in the assumed
cost escalation rate would increase the accumulated
benefit obligation by $1.2 million and the annual expense
by $150,000. A discount rate of 7% was used in deter
mining the accumulated benefit obligation.

(Thousands of dollars)
Actuarial present value
of benefit obligations:
Vested benefit obligation

$ (892,535) $(331,965) $(523,414)

THE TIMKEN COMPANY (DEC)

Accumulated benefit
obligation

$(1,017,239) $(352,567) $(622,300)

Projected benefit
obligation
Plan assets at fair value

$(1,145,852) $(393,506) $(723,420)
521,853
410,075
1,099,576

1996

1995

Current Liabilities
$ 46,977
Commercial paper
59,457
Short-term debt
Accounts payable and other liabilities 237,020
18,724
Accrued pension contributions
19,746
Accrued postretirement benefits cost
86,556
Salaries, wages and payroll taxes
29,072
Income taxes
30,396
Current portion of long-term debt

$ 5,037
54,727
229,096
43,241
22,765
76,460
30,723
314

(Thousands of dollars)

Total Current Liabilities
Non-Current Liabilities
Long-term debt
Accrued pension cost
Accrued postretirement benefits cost
Total Non-Current Liabilities

527,948

462,363

165,835
56,568
398,759

151,154
97,524
393,706

621,162

642,384

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
4 (In Part): Retirement Plans
The company and its subsidiaries sponsor a number of
defined benefit pension plans, which cover substantially
all of their associates except those at certain non-U.S.
locations who are covered by government plans. These
plans provide benefits primarily based on associates’
compensation. In general, the company’s funding policy
is to contribute amounts to the plans sufficient to meet
the minimum funding requirements set forth by regula
tions of each country, such as the Employee Retirement
Income Security Act of 1974, plus such additional
amounts as the company may determine to be appropri
ate.

Projected benefit obligation
(in excess of) or less
than plan assets
Unrecognized net (gain) loss
Prior service cost not yet
recognized in net periodic
pension cost
Unrecognized net asset at
transition dates, net of
amortization
Net pension liability
recognized in the
balance sheets

(46,276)
(95,047)

16,569
(32,008)

(201,567)
8,738

81,927

26,765

59,424

(15,896)

(15,200)

(3,486)

$ (75,292)

$ (3,874) $(136,891)

5 (In Part): Postretirement Benefits
The company and its subsidiaries sponsor several un
funded postretirement plans that provide health care and
life insurance benefits for eligible retirees and depend
ents. Depending on retirement date and associate classi
fication, certain health care plans contain contributions
and cost-sharing features such as deductibles and coin
surance. The remaining health care plans and the life in
surance plans are noncontributory.
The postretirement benefit obligation and net periodic
postretirement benefits cost were determined by applica
tion of the terms of the current medical and life insurance
plans, including established deductibles, coinsurance
and maximums, together with relevant actuarial assump
tions. For measurement purposes, the company as
sumed a weighted-average annual rate of increase in the
per capita cost of health care benefits (health care cost
trend rate) of 9.0% declining gradually to 5.25% in 2003
and thereafter. The weighted-average discount rate used
was 7.5% in 1996 and 7.25% in 1995.
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The following table sets forth the components of the
accumulated postretirement benefits obligation recog
nized in the balance sheets at December 31, 1996 and
1995:

The net periodic postretirement benefit cost included
the following components:

(Thousands of dollars)

Service cost
Interest cost
Amortization of
unrecognized gain

Accumulated postretirement benefits
obligation;
Retirees
Fully eligible active plan participants
Other active plan participants
Unrecognized net loss
Unrecognized prior service cost
Postretirement benefits obligation
recognized in the balance sheets

1996

1995

$(253,234)
(65,040)
(79,683)

$(255,476)
(58,729)
(79,086)

(397,957)
29,230
(49,778)

(393,291)
33,031
(56,211)

$(418,505)

$(416,471)

Increasing the assumed health care cost trend rate by
one percentage point in each year would increase the
accumulated postretirement benefits obligation as of De
cember 31, 1996, by approximately $36,000,000 and the
net periodic postretirment benefits cost for 1996 by ap
proximately $2,850,000.

Net periodic postretirement
benefit cost

(In thousands)
Total current liabilities
Long-term debt
Postretirement benefits other
than pensions
Other liabilities
Total liabilities

1996

1995

$ 306,553
100,000

$ 280,723
100,000

70,209
48,610

65,292
45,180

525,372

491,195

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Dollars In thousands)
Postretirement Benefits Other Than Pensions
The Company and certain of its subsidiaries maintain a
number of postretirement welfare benefit plans which
provide certain medical and life insurance benefits to
substantially all full-time employees who have attained
certain age and service requirements upon retirement.
The health care benefits are subject to deductibles, coinsurance and in some cases flat dollar contributions
which vary by plan, age and service at retirement. All life
insurance coverage is noncontributory. The postretire
ment welfare plans are not funded.

1995

1994

$2,318
4,037

$ 2,835
3,342

(190)

(651)

(226)

$ 6,961

$ 5,704

$5,951

The following table sets forth the combined status of the
plans at December 31:
1996

1995

$21,236

$20,326

9,735
27,045

9,372
26,804

58,016
12,193

56,502
8,790

$70,209

$65,292

Accumulated postretirement
benefit obligation:
Retirees
Fully eligible active
plan participants
Other active plan participants
Unrecognized gain

UST INC. (DEC)

1996
$ 2,989
4,162

Accrued postretirement
benefit obligation

The discount rate used in determining the net periodic
postretirement benefit cost was 7.5 percent for 1996, 9
percent for 1995 and 7 percent for 1994.
The rate of increase in per capita costs of covered
health care benefits is assumed to be 9.9 percent for
1997 and to decrease gradually to 5.3 percent by the
year 2005 and remain at that level thereafter. The health
care cost trend rate assumption has a significant effect
on the amounts reported. To illustrate, increasing the as
sumed health care cost trend rates by 1 percentage
point in each year would increase the accumulated pos
tretirement benefit obligation as of December 31, 1996
by approximately $9 million and the 1996 net periodic
postretirement benefit cost by approximately $1.4 million.
The discount rate used in determining the accumu
lated postretirement benefit obligation was 7.75 percent
at December 31, 1996 and 7.5 percent at December 31,
1995.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

WESTINGHOUSE ELECTRIC CORPORATION
(DEC)

Note 4 (In Part): Pensions
(In millions)
Total current liabilities
Long-term debt
Pension liability (note 4)
Other noncurrent liabilities

1996

1995

$ 4,300
5,149
1,069
3,619

$ 3,862
7,226
1,426
2,573

14,137

15,087

Total liabilities

The Corporation has a number of defined benefit pen
sion plans covering substantially all employees. Most
plan benefits are based on either years of service and
compensation levels at the time of retirement or a for
mula based on career earnings. Pension benefits are
paid primarily from trusts funded by the Corporation and
employee contributions. The Corporation funds its quali
fied U.S. pension plans at amounts equal to or greater
than the minimum funding requirements of the Employee
Retirement Income Security Act of 1974. Substantially all
plan assets are invested in equity and fixed income se
curities. The Corporation also participates in various
multi-employer, union-administered defined benefit plans
that cover certain broadcast employees as a result of the
acquisition of CBS. Pension expense related to these
plans for 1996 was $10 million and for 1995 was not
material.
•

Funded Status— Pension Plans
At December 31

•

•

•

•

•

(In millions)
1995

1996
Assets Exceed
Accumulated
Benefits

Accumulated
Benefits
Exceed Assets

Assets Exceed
Accumulated
Benefits

Accumulated
Benefits
Exceed Assets

$(693)
(47)

$(3,875)
(265)

$(561)
(31)

$(4,944)
(328)

Accum ulated benefit obligation
Effect of projected future com pensation levels

(740)
(116)

(4,140)
(198)

(592)
(122)

(5,272)
(261)

Projected benefit obligation fo r service rendered to date
Plan assets at fa ir value

(856)
879

(4,338)
3,051

(714)
730

(5,533)
3,407

23

(1.287)
1,402

16
25

(2,126)
2,120

(11)

(86)
128

—
—

(95)
161

20
—

157
(1,246)

41
—

60
(1,925)

$20

$(1,089)

$41

$(1,865)

Actuarial present value of benefit obligation:
Vested
Nonvested

Projected benefit obligation in excess o f plan assets
Unrecognized net (gain) loss
P rior service cost (benefit) not yet recognized in net
periodic pension cost
Unrecognized net (asset) obligation

(1)
9

Prepaid pension cost
M inim um pension liability
Pension asset (liability) included in consolidated balance sheet

At December 31, 1996 and 1995, included in the balance
sheet of Continuing and Discontinued Operations are the
following pension assets and liabilities:
Balance Sheet Status
At December 31

(In millions)
1996

1995

Net
Pension Intangible
Asset
Liability
Continuing Operations
Discontinued Operations
Total

Net
Pension Intangible
Liability
Asset

$(1,069)
—

$40 $(1,426)
—
(398)

$63
3

$(1,069)

$40 $(1,824)

$66
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Environmental Costs

THE SHERWIN-WILLIAMS COMPANY (DEC)

AMERICAN HOME PRODUCTS CORPORATION
(DEC)

(Thousands of Dollars)

(In thousands)
Total Current Liabilities
Long-term debt
Other noncurrent liabilities
Postretirem ent benefit obligation
other than pensions
M in ority interests

1996

1995

$4,337,635
6,020,575
2,486,375

$4,556,248
7,808,757
2,415,620

782,342
196,324

732,063
307,237

Total current liabilities
Long-term debt
Postretirem ent benefits other than
pensions
Other long-term liabilities

1996

1995

$1,051,007
142,679

$618,937
24,018

184,551
215,121

175,766
110,206

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Thousands ofDollars)
Note 1 (In Part): Significant Accounting Policies

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
5 (In Part): Other Noncurrent Liabilities
Other noncurrent liabilities include accruals for contin
gencies relating to income taxes, environmental matters,
product liability and other litigation, as well as restructur
ing, pension. Management Incentive Plan and other em
ployee benefit liabilities.
The Company has responsibility for environmental,
safety and cleanup obligations under various local, state
and federal laws, including the Comprehensive Environ
mental Response, Compensation and Liability Act, com
monly known as Superfund. As of December 31, 1996,
the Company was a party to, or otherwise involved in, le
gal proceedings directed at the cleanup of 62 Superfund
sites. Thirty-one of these sites are the result of acquiring
ACY.
It is the Company’s policy to accrue environmental
cleanup costs if it is probable that a liability has been in
curred and an amount is reasonably estimable. In many
cases, future environmental-related expenditures cannot
be quantified with a reasonable degree of accuracy. En
vironmental expenditures that relate to an existing condi
tion caused by past operations that do not contribute to
current or future results of operations are expensed. As
investigations and cleanups proceed, environmental-re
lated liabilities are reviewed and adjusted as additional
information becomes available. The aggregate environ
mental-related accruals were $447,050,000 and
$467,800,000 at December 31, 1996 and 1995, respec
tively. As discussed in Note 3, during 1995, a provision
of $228,224,000 was recorded for environmental liabili
ties related to ACY due to changes in estimates. Envi
ronmental-related accruals have been recorded without
giving effect to any possible future insurance proceeds
or the timing of the payments. See Note 11 for a discus
sion of contingencies.
During 1996, the American Institute of Certified Public
Accountants issued Statement of Position (SOP) 96-1
“Environmental Remediation Liabilities.” This SOP pro
vides additional guidance regarding the recognition,
measurement and disclosure of environmental remedia
tion liabilities and is effective for fiscal years beginning
after December 1 5 , 1996. The SOP will not have a mate
rial impact on the Company’s financial position or results
of operations.

Environmental matters. Capital expenditures for ongoing
environmental compliance measures are recorded in the
consolidated balance sheets and related expenses are
included in the normal operating expenses of conducting
business. The Company is involved with environmental
compliance and remediation activities at some of its cur
rent and former sites and at a number of third-party sites.
The Company accrues for certain environmental reme
diation-related activities for which commitments or clean
up plans have been developed or for which costs or
minimum costs can be reasonably estimated. All accrued
amounts are recorded on an undiscounted basis. In
1996, the Company adopted American Institute of Certi
fied Public Accountants Statement of Position (SOP) 961, “Environmental Remediation Liabilities”. SOP 96-1
prescribes that accrued environmental remediation-re
lated expenses include direct costs of remediation and
indirect costs related to the remediation effort. Although
the Company previously accrued for direct costs of re
mediation and certain indirect costs, additional indirect
costs were required to be accrued by the Company at
the time of adopting SOP 96-1 such as compensation
and benefits for employees directly involved in the reme
diation activities and fees paid to outside engineering,
consulting and law firms. The effect of initially applying
the provisions of SOP 96-1 has been treated as a
change in accounting estimate and is not material to the
accompanying financial statements. See Note 4 and
Note 10 for discussions of the environmental remedia
tion-related expense and accruals included in the finan
cial statements.
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Note 4 — Other Costs and Expenses
A summary of significant items included in Other Costs
and Expenses is as follows:

Dividend and royalty income
Net expense of financing and
investing activities
Provisions fo r environm ental
matters - net (see Note 10)
Provisions fo r disposition and
term ination of operations
(see Note 5)
Miscellaneous

1996

1995

1994

$(5,127)

$(10,433)

$(7,500)

13,226

9,376

12,660

15,494

10,136

4,700

5,506
(3,579)

1,007
1,696

1,812
3,748

$25,520

$11,782

$15,420

The net expense of financing and investing activities rep
resents the realized gains or losses associated with dis
posing of fixed assets, the net gain or loss associated
with the investment of certain long-term asset funds and
the net pre-tax expense associated with the Company’s
investment in broad-based corporate owned life insur
ance.
During the year ended December 31, 1996, provisions
for environmental matters reflect the increased estimated
costs of environmental remediation at current, former
and third-party sites, and certain additional costs relating
to the early adoption of SCP 96-1 (Note 1), which were
partially offset by a settlement of $56,000 with certain in
surance carriers pertaining to environmental-related mat
ters. For the years ended December 31, 1995 and 1994,
the provisions for environmental remediation reflect only
the increased estimated environmental remediation costs
at such sites.
Note 10—Other Long-Term Liabilities

Discontinued Operations

Other long-term liabilities consist of the following:

Environmental-related
Other

The Company initially provides for the estimated cost
of certain environmental-related activities relating to its
current, former and third-party sites when minimum costs
can be reasonably estimated. These estimates are deter
mined based on currently-available facts regarding each
site. If the best estimate of costs can only be identified
within a range and no specific amount within that range
can be determined more likely than any other amount
within the range, the minimum of the range is accrued.
Actual costs incurred may vary from these estimates due
to the inherent uncertainties involved. The Company esti
mates the costs of similar environmental-related activi
ties at sites obtained through acquisition on the same
basis as described above. The Company believes that
any additional liability in excess of amounts provided
which may result from the resolution of such matters will
not have a material adverse effect on the financial condi
tion, liquidity or cash flow of the Company.
The increase in environmental-related liabilities in
1996 reflects adjustments to previously recorded esti
mated costs resulting from the ongoing evaluation of en
vironmental matters at certain current, former and
third-party sites, liabilities recorded relating to certain
sites acquired in connection with 1996 acquisitions, and
the accrual of certain additional costs relating to the early
adoption of SOP 96-1 (see Note 1).
In addition to the long-term portion of environmentalrelated accruals shown above, current accruals for cer
tain environmental-related liabilities are included in other
accruals in current liabilities on the consolidated balance
sheets.
During 1996, taxes associated with acquisitions and
other events significantly increased other long-term
liabilities.

1996

1995

$139,057
76,064

$ 70,310
39,896

$215,121

$110,206

The long-term liability for environmental-related items
represents the Company’s provision for the estimated
costs associated with environmental remediation-related
activities at some of its current and former sites. Also,
the Company, together with other parties, has been des
ignated a potentially responsible party under federal and
state environmental protection laws for the remediation
of hazardous waste at a number of third-party sites, pri
marily Superfund sites. In general, these laws provide
that potentially responsible parties may be held jointly
and severally liable for investigation and remediation
costs regardless of fault. The Company provides for, and
includes in long-term liabilities, its estimated potential li
ability for investigation and remediation costs with re
spect to such third-party sites.

COLTEC INDUSTRIES INC. (DEC)
(In thousands)
Total current liabilities
Long-term debt
Deferred income taxes
Other liabilities
Liabilities of discontinued operations

1996

1995

$217,271
717,722
50,646
100,004
170,740

$240,578
945,606
14,878
120,670
26,532

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Dollars in thousands)
2. Divestitures
In June 1996, the Company sold Holley Automotive,
Coltec Automotive and Performance Friction Products to
Borg-Warner Automotive, Inc. for $296,522 in cash. In
December 1996, Coltec sold Farnam Sealing Systems
Division to Meillor SA for $20,728 in cash and a note re
ceivable for $3,000. The sale of these automotive origi
nal equipment (OE) components businesses resulted in
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an after-tax gain of $37,931 (net of income taxes of
$25,332), net of liabilities retained, transaction costs and
contingent contractual obligations relating to the sales.
The sale of these businesses represented a disposal of
the Company’s Automotive Segment. Accordingly, the
Consolidated Statements of Earnings have been re
stated to reflect the operations of the automotive OE
components businesses as a discontinued operation.
Net sales of the discontinued operations were $182,599,
$302,260 and $326,543 in 1996, 1995 and 1994, respec
tively. At December 31, 1995, the current and non-cur
rent net assets of the automotive OE components busi
nesses were $25,291 and $32,967, respectively.
Liabilities of discontinued operations at December 31,
1996 of $185.0 million relate to contingent contractual
obligations, environmental matters, postretirement bene
fits and other future estimated costs for various discon
tinued operations.
In December 1996, the Company also sold the ex
haust systems and components business of its Stemco
Division for $11,863 in cash resulting in a pre-tax gain of
$3,528. Such gain is reflected in the 1996 Consolidated
Statement of Earnings in continuing operations. Net
sales of the exhaust systems and components business
were $18,085, $20,503 and $19,300 in 1996, 1995 and
1994, respectively.

Insurance Claims

Warranties
D E T R O IT D IE S E L C O R P O R A T IO N (D E C )

(In millions)
Total Current Liabilities
Long-Term Debt and Capital Leases
Other Liabilities
Deferred Tax Liabilities
Deferred Income
M in ority Interests

(In thousands)
Total current liabilities

1996

1995

$35,748

$30,867

Other liabilities and deferred credits:
Deferred income taxes
Accrued postretirem ent health
care costs
Accrual fo r insurance claim s - Note 1
Supplemental retirem ent benefits

6,553

4,133

10,034
6,458
3,550

8,808
7,120
3,874

Total other liabilities and deferred
credits

26,595

23,935

1995

$486 .1
92.6
165.2
35.4
6.5
5.6

$ 498.9
58.5
138.6
26.8
7.0
4.9

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
2 (In Part): Summary Of Significant Accounting Policies
Product Coverage Programs
Estimated costs of product coverage, including warranty,
are charged to operations at the time the Company sells
its products. Such costs were $129.6 million, $88.0 mil
lion, and $71.1 million in 1996, 1995 and 1994, respec
tively. Product coverage costs in 1996 reflect a special
charge of $36.3 million. This charge related to costs as
sociated with variability in component machining affect
ing a limited number of engines used in specific duty cy
cles. In addition to amounts included in accrued
expenses (Note 7), other liabilities include $75.6 million
and $54.6 million at December 31, 1996 and 1995, re
spectively, for these programs.
7.

L A N C E , IN C . ( D E C )

1996

Accrued Expenses

A t D e cem b er 31, 1996
c o n s is t o f t h e fo llo w in g :

and

1 9 9 5 , a c c ru e d

(In millions)
Policy and warranty
Accrued payroll and related taxes
Other
Total

expenses

1996

1995

$ 72.3
31.8
75.7

$ 82.8
31.1
77.1

$179.8

$191.0

Preferred Stock of Subsidiary
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
C O R N IN G IN C O R P O R A T E D (D E C )

1 (In Part): Summary of Significant Accounting Policies
Insurance Claims
The accrual for insurance claims represents the esti
mated liability outstanding on actual claims reported and
an estimate of claims incurred but not yet reported. Dur
ing the year ended December 30, 1995, the Company
modified its assumptions for future cost increases of in
curred but unpaid workers’ compensation, auto, general
and product liability insurance claims. The result was a
change in accounting estimate which increased insur
ance expense by $2,958,000 and reduced net income
and net income per share by $1,923,000 and $.06 re
spectively, in 1995.

(In millions)
Total current liabilities
Other Liabilities
Loans Payable Beyond One Year
M in ority Interest in Subsidiary
Companies
Convertible Preferred Securities of
Subsidiary

1996
$

807.5
646.2
1,208.5

1995
$

742.0
618.3
1,340.0

310.7

269.8

365.1

364.7
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Dollars in millions)
11. Convertible Monthly Income Preferred Securities
In July 1994, Corning and Corning Delaware L.P., a spe
cial purpose limited partnership in which Corning is the
sole general partner, completed a public offering of 7.5
million shares of Convertible Monthly Income Preferred
Securities (MIPS). The MIPS are guaranteed by Corning
and convertible into Corning common stock at the rate of
1.2821 shares of Corning common stock for each pre
ferred security (equivalent to a conversion price of $39
per share). In January 1997, the conversion rate of the
MIPS was adjusted from 1.2821 to 1.5340 (equivalent to
a conversion price of $32.59 per share) to recognize the
effect of the Distributions of Quest Diagnostics and Covance. Dividends on the preferred securities are payable
by Corning Delaware at the annual rate of 6% of the liq
uidation preference of $50 per preferred security.
After August 5, 1998, the preferred securities will be
redeemable, at the option of Corning Delaware, for
$51.80 per preferred security reduced annually by $0.40
to a minimum of $50 per preferred security. The pre
ferred securities are subject to mandatory redemption on
July 21, 2024, at a redemption price of $50 per preferred
security.
Corning may cause Corning Delaware to delay the
payment of dividends for up to 60 months. During such
period, dividends on the MIPS will compound monthly
and Corning may not declare or pay dividends on its
common stock. If Corning Delaware fails to pay divi
dends on the MIPS for 15 consecutive months or upon
the occurrence of certain other events, the preferred se
curities may convert, at the option of the holders, to
Corning Series C convertible preferred stock, par value
$100 per share. The Series C convertible preferred stock
will have dividend, conversion, optional redemption and
other terms substantially similar to the terms of the
MIPS, except that, among other things, the holders of
Series C preferred stock will have the right to elect two
additional directors of Corning whenever dividends are in
arrears for 18 months and the Series C preferred stock
will not be subject to mandatory redemption.
Based on quoted market prices at December 3 1 , 1996,
the fair value of the preferred securities approximated
$475 million.

Redeemable Common Stock Warrants
ERLY INDUSTRIES INC. (MAR)

Total current liabilities
Long-term debt
Subordinated debt
M in o rity interest
Redeemable com m on stock and
com m on stock warrants

1996

1995

$ 97,500,000
100,113,000
5,665,000
11,811,000

$ 98,662,000
61,511,000
6,670,000
19,104,000

2,512,000

4,312,000

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 11—Redeemable Common Stock and Common
Stock Warrants
In connection with the discontinuation of the Company’s
juice business in December 1993 (see Note 16), the
Company issued warrants to acquire up to 10% of
ERLY’s common stock at $.01 per share. Warrants for
5% of ERLY’s stock became exercisable in April 1994
and warrants for the other 5% became exercisable in
April 1995. All of these warrants expire on April 30, 1998.
The warrants are subject to a redemption provision at the
option of the holder at the current market value of
ERLY’s stock. In conjunction with the repayment of the
ERLY Juice debt in August 1995 (as discussed in Note
9), the Company has the right to call the warrants prior to
September 30, 1996 at a total obligation of $2,512,000.
The Company intends to exercise its call option prior to
September 30, 1996 and, accordingly, the warrants are
classified as redeemable common stock warrants at
March 31, 1996 and 1995. If the call option is not exer
cised, the Company would have outstanding warrants to
purchase approximately 525,000 shares of common
stock at $.01 per share, all of which would be subject to
redemption at the current market price of ERLY’s stock.
In fiscal 1992, ERLY issued 345,000 shares (as ad
justed for a 15% stock dividend) of ERLY common stock
in exchange for $5.4 million of debt. In conjunction with
this transaction, ERLY entered into an agreement to re
purchase all of such stock at a price of $5.22 per share,
as adjusted ($1,800,000 total obligation), at the option of
the stockholder, through December 31, 1997. These
shares were classified as redeemable common stock in
the consolidated balance sheets. In October 1995, the
stockholder sold the shares which were subject to the re
purchase agreement to a third party, thereby canceling
the repurchase agreement between ERLY and the stock
holder. Accordingly, these shares and the related $1.8
million obligation were transferred to common stock and
paid-in capital.
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Put Options

Note 9 (In Part): Stockholders’ Equity

MAPCO INC. (DEC)
(In Millions)
Total Current Liabilities
Other Liabilities
Deferred Income Taxes
M in ority Interest
Equity Put Options On Common
Stock (note 9)

1996

1995

$ 588.6
67.9
257.1
28.4

$ 406.6
116.5
289.3
27.0

16.7

—

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 7 (In Part): Fair Value Of Financial Instruments
The following estimated fair value amounts have been
determined by the Company using available market in
formation and appropriate valuation methodologies. The
following methods and assumptions were used by the
Company in estimating its fair value disclosures for finan
cial instruments as follows:

Equity Put Options on Common Stock: Due to the mar
ket price of MAPCO’s common stock at December 31,
1996, exceeding the strike prices of the equity put op
tions, the fair value of the Company’s obligations under
these instruments at December 3 1 , 1996, is zero.
The carrying amounts and fair values of the Com
pany’s financial instruments at December 31 are as fol
lows (in millions):
1996

Cash And Cash
Equivalents
Interest Rate Swaps And
Interest Rate Locks
Long-term Receivables
Long-term Debt, Including
Current M aturities
Insurance Accruals
Equity Put Options On
Common Stock
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Put Warrants
NOVELL, INC. (OCT)
Dollars in thousands
Total current liabilities
M in ority interests
Put warrants

1996

1995

$364,772
17,035
52,150

$460,945
17,623

1995

Carrying
Am ount

Fair
Value

Carrying
A m ount

Fair
Value

$104.8

$104.8

$ 3 3 .3

$ 3 3 .3

7.0

7.3
7.0

9.8

9.8

644.1
17.9

666.2
17.4

827.9
8.4

912.2
7.4

16.7

____

____

____

—

As part of its share repurchase program, the Company
sold equity put options in the fourth quarter of 1996 that
entitle the holder, at the expiration date, to sell shares of
common stock to the Company at a specified price. In
1996, put options for 550,000 shares were issued for
$595,500 in premiums which have been accounted for
as capital in excess of par value. As of December 31,
1996, put options with an aggregate exercise price of
$16.7 million for the full 550,000 shares remain outstand
ing at strike prices ranging from $29.00 to $32.50 per
share with expiration dates ranging from April to June
1997. In the event the options are exercised, the Com
pany may elect to pay the holder in cash the difference
between the exercise price and the market price of the
Company’s shares, in lieu of repurchasing the stock.
Premiums received on these options reduced the aver
age price of shares repurchased in 1996 from $29.82 to
$29.64 per share. The Company sold additional options
for 450,000 shares in January 1997 which expire in July
1997 at strike prices from $31.75 to $32.625 per share.

—

—

NOTES TO FINANCIAL STATEMENTS
G. Put Warrants
During fiscal 1996, the Company sold put warrants on 9
million shares of its common stock for $12 million, call
able on specific dates in the third and fourth quarters of
fiscal 1996 and the first and second quarters of fiscal
1997, giving a third party the right to sell shares of Novell
common stock to the Company at contractually specified
prices. During fiscal 1996, the Company settled put war
rant obligations on 5 million shares for cash of $6 million.
The put warrant liability is the amount the Company
would be obligated to pay if all the outstanding put war
rants were exercised at the strike price without a cash
settlement. The proceeds from the issuance of the put
options were accounted for as additional paid-in-capital.
The Company expects to settle the put warrant obliga
tions with cash and thereby eliminate the liability. As of
fiscal year end, the cash settlement would be approxi
mately $12 million.
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Dismantlement And Removal Costs

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Note 1 (In Part): Reorganization

P H IL L IP S P E T R O L E U M C O M P A N Y (D E C )

Millions of Dollars
Total Current Liabilities
Long-term debt
Accrued dism antlem ent, removal
and environm ental costs
Deferred incom e taxes
Employee benefit obligations
Other liabilities and deferred credits
Total Liabilities

1996

1995

$ 3 ,1 3 7
2,555

$ 2 ,8 1 5
3,097

783
1,047
425
700

657
948
400
522

8,647

8,439

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 6—Accrued Dismantlement, Removal and
Environmental Costs.
At December 31, 1996 and 1995, the company had ac
crued $686 million and $548 million, respectively, of dis
mantlement and removal costs, primarily related to
worldwide offshore production facilities and to production
facilities at Prudhoe Bay in Alaska. Estimated total future
dismantlement and removal costs at December 31,
1996, were $940 million. These costs are accrued pri
marily on the unit-of-production method.
Phillips had accrued environmental costs, primarily re
lated to cleanup of ponds and pits at domestic refineries
and underground storage tanks at U.S. service stations,
and other various costs, of $49 million and $58 million at
December 31, 1996 and 1995, respectively. Phillips had
also accrued $33 million and $34 million of environ
mental costs associated with discontinued or sold opera
tions at December 31, 1996 and 1995, respectively.
Also, $9 million and $7 million were included at Decem
ber 31, 1996 and 1995, respectively, for sites where the
company has been named a Potentially Responsible
Party. At the same dates, $6 million and $10 million, re
spectively, has been accrued for other environmental liti
gation. At December 31, 1996 and 1995, total
environmental accruals were $97 million and $109 mil
lion, respectively.

$67,783,000

A L U M IN U M C O M P A N Y O F A M E R IC A (D E C )

D E P C O R P O R A T IO N (J U L )

Total liabilities

$57,792,000
2,210,000
7,719,000
62,000

Secured liabilities payable to Lender Group
Accrued interest payable to Lender Group
Accounts payable to unsecured creditors
Other accrued liabilities

Deferred Credits

Liabilities Subject To Compromise

Total current liabilities
Liabilities subject to com prom ise
Long-term debt, net of current
portion
Other non-current liabilities

On October 23, 1996 the Company’s Second Amended
Plan of Reorganization (the “Plan of Reorganization”)
was confirmed by the United States Bankruptcy Court for
the District of Delaware (Case No. 96-480(HSB) (the
“Bankruptcy Court”). None of the Company’s foreignbase subsidiaries were part of the chapter 11 filing.
By its terms, the Plan of Reorganization becomes ef
fective (the “Effective Date”) on the first business day
that is at least ten days after the Bankruptcy Court order
confirming the Plan of Reorganization is entered and on
which no stay of such order is then in effect. On October
23, 1996, the Bankruptcy Court entered its order confirm
ing the Plan of Reorganization. Accordingly, the Effective
Date of the Plan of Reorganization is November 4, 1996.
On April 1, 1996 (the “Filing Date”) the Company filed
a voluntary petition (the “Chapter 11 Case”) under chap
ter 11 of the United States Bankruptcy Code. On May 8,
1996, July 11, 1996 and August 23, 1996, the Company
filed amended plans of reorganization and related disclo
sure statements with the Bankruptcy Court. On Septem
ber 9 , 1996, the Bankruptcy Court approved as adequate
the Disclosure Statement, thereby enabling the Com
pany to solicit votes on the Plan of Reorganization from
the Company’s secured lenders (collectively, the “Lender
Group”) and stockholders. From the Filing Date until the
Effective Date, the Company operated its business as a
debtor-in-possession subject to the jurisdiction of the
Bankruptcy Court. During such time, all claims against
the Company in existence prior to the Filing Date were
stayed and have been classified as “liabilities subject to
compromise” in the consolidated balance sheet.
At July 31, 1996 “liabilities subject to compromise”
were comprised of the following:

1996

1995

$12,918,000
67,783,000

$76,417,000
—

3,597,000
2,258,000

3,744,000
2,516,000

86,556,000

82,677,000

(In millions)
Total current liabilities
Long-term debt, less am ount due
w ithin one year
Accrued postretirem ent benefits
Other noncurrent liabilities and
deferred credits (H)
Deferred incom e taxes
Total liabilities

1996

1995

$ 2 ,3 7 3 .4

$ 2,652.2

1,689.8
1,791.2

1,215.5
1,827.3

1,205.5
317.1

1,585.7
308.6

7,377.0

7,589.3
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(dollars in millions)

JONES APPAREL GROUP, INC. (DEC)
(In Thousands)

A (In Part): Summary of Significant Accounting Policies
Financial Instruments and Commodity Contracts. Alcoa
enters into long-term contracts to supply fabricated prod
ucts to a number of its customers. To hedge the market
risk of changing prices for purchases or sales of metal,
Aloca uses commodity futures and options contracts.
Gains and losses related to transactions that qualify
for hedge accounting, including closed futures contracts,
are deferred and reflected in cost of goods sold when the
underlying physical transaction takes place. The de
ferred gains or losses are reflected on the balance sheet
in other current and noncurrent liabilities or assets. If fu
ture purchased metal needs are revised lower than in
itially anticipated, the futures contracts associated with
the reduction no longer qualify for deferral and are
marked-to-market. Gains and losses are recorded in
other income in the current period.
The effectiveness of the hedge is measured by a his
torical and probable future high correlation of changes in
the fair value of the hedging instruments with changes in
value of the hedged item. If correlation ceases to exist,
hedge accounting will be terminated and gains or losses
recorded in other income. To date, high correlation has
always been achieved.
Alcoa also enters into futures and options contracts
that cover long-term, fixed-price commitments to supply
customers with metal from internal sources. These con
tracts are marked-to-market, and the gains and losses
from changes in market value of the contracts are re
corded in other income in the current period.
Alcoa also attempts to maintain a reasonable balance
between fixed and floating-rate debt, using interest rate
swaps and caps, to keep financing costs as low as pos
sible. Amounts to be paid or received under swap and
cap agreements are recognized over the life of such
agreements as adjustments to interest expense.
Upon early termination of an interest rate swap or cap,
gains or losses are deferred and amortized as adjust
ments to interest expense of the related debt over the re
maining period covered by the terminated swap or cap.
hi. Other Noncurrent Liabilities and Deferred Credits
December 31
Deferred hedging gains
On-site environm ental remediation
Deferred credits
Other noncurrent liabilities

1996
$

218.9
216.9
181.0
588.7

$1,205.5

1995
$

466.3
264.4
191.8
663.2

$1,585.7

The deferred hedging gains are associated with metal
contracts and will be reflected in future earnings concur
rent with the hedged revenues or costs.

Total Current Liabilities
Noncurrent Liabilities;
O bligations under capital leases
Long-term debt
Total Noncurrent Liabilities
Total Liabilities
Excess Of Net Assets Acquired
Over Cost

1996

1995

$ 95,860

$ 7 0 ,6 1 2

12,134
7

10,102
49

12,141

10,151

108,001

80,763

3,379

5,221

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 3. Acquisitions
On November 8, 1993, the Company acquired 80% own
ership of Fashion Enterprises, Inc. (“FEI”) as a result of a
reorganization plan confirmed by the U.S. Bankruptcy
Court for the Western District of Texas. FEI operates as
an exclusive manufacturing contractor for the Company.
FEI was located in El Paso, Texas with two manufactur
ing facilities in Ciudad de Juarez, Mexico. The Company
acquired its 80% ownership in satisfaction of a $410,000
advance that had been made to FEI prior to bankruptcy
and its agreement to finance FBI’s reorganization plan
with up to $650,000 in loans. The acquisition was ac
counted for as a purchase with the results of FEI in
cluded from the acquisition date. In connection with the
FEI acquisition, the Company recorded a deferred tax
asset for the tax effect of FBI’s net operating loss carry
forward, which was completely utilized by December 31,
1996. The acquisition of FEI and its net operating losses
resulted in an excess of net assets acquired over cost
$15,336,000 after application to all noncurrent assets ac
quired. This amount is being amortized on a straight-line
basis over five years from the date of acquisition.
On December 15, 1994, the Company acquired the re
maining 20% of FEI for $4,694,000 in cash. The acquisi
tion of this minority interest reduced the recorded excess
of net assets acquired over cost by $4,755,000. On De
cember 31, 1994, FEI was merged with and into the
Company.
KNAPE & VOGT MANUFACTURING COMPANY
(JUN)

Total current Liabilities
Supplemental Retirement
Benefits
Long-Term Debt
Deferred Lease Costs
Deferred Income Taxes
Total Liabilities

1996

1995

$ 1 3 ,1 9 7 ,4 1 8

$ 9,545,821

1,504,067
35,000,000
2,360,124
7,989,800

1,439,167
35,800,000
2,885,090
9,049,800

60,051,409

58,719,878
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

SEABOARD CORPORATION (DEC)

1 (In Part): Summary of Significant Accounting Policies

(Thousands of dollars)

Deferred Lease Costs
Deferred lease costs arising from an acquisition repre
sent the excess of actual rent payments on an operating
lease over the current market rental rate at the acquisi
tion date. The deferred lease cost is amortized over 57
months, the remaining life of the lease.

Total current liabilities
Long-term debt, less current
m aturities
Deferred income taxes
Other liabilities
Total non-current and deferred
liabilities

1996

1995

$ 2 8 9 ,1 4 2

$ 1 7 4 ,7 3 6

297,719
22,721
25,169

297,440
14,569
25,577

345,609

337,586

NORSTAN, INC. (APR)
(In thousands)
Total current liabilities
Long-Term Debt, Net of Current
M aturities
Discounted Lease Rentals, Net of
Current M aturities (Note 6)
Deferred Income Taxes

1996

1995

$ 69,309

$ 63,054

—

15,961
8,201

16,465
16,313
8,893

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 6. Discounted Lease Rentals
NFS and NCDA utilize their lease receivables and corre
sponding underlying equipment to borrow funds from fi
nancial institutions at fixed rates on a nonrecourse or re
course basis by discounting the stream of future lease
payments. Proceeds from discounting are recorded on
the consolidated balance sheet as discounted lease rent
als. Interest rates on these credit agreements range from
6% to 10% and payments are generally due in varying
monthly installments through July 2001.
Discounted lease rentals of NFS and NCDA consisted
of the following as of April 30:
(In Thousands)
Nonrecourse borrow ings
Recourse borrow ings
Total discounted lease rentals
Less-current m aturities

1996

1995

$ 26,467
1,696

$ 2 4 ,7 1 2
3,050

28,163
(12,202)
$1 5,96 1

27,762
(11,449)
$ 1 6 ,3 1 3

In addition to the recourse to NFS and/or NCDA as de
scribed above, recourse to Norstan, Inc. relative to dis
counted lease rentals was limited to $883,000 as of April
30, 1996 and $986,000 as of April 30, 1995.
Aggregate maturities of discounted lease rentals as of
April 3 0 , 1996 are as follows:
(In Thousands)

A m ount

1997
1998
1999

$ 12,202

2000
2001 and thereafter

7,795
4,901
2,216
1,049
$28,163

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 1 (In Part): Summary of Significant Accounting
Policies
Deferred Grant Revenue—Included in other liabilities at
December 31, 1996 and 1995 is $11,974,000 and
$12,000,000, respectively, of deferred grant revenue.
Deferred grant revenue represents economic develop
ment funds contributed to the Company by government
entities that are limited to construction of a hog process
ing facility in Guymon, Oklahoma. Deferred grants are
being amortized to income over the life of the assets ac
quired with the funds.
SERVICE CORPORATION INTERNATIONAL (DEC)
(Dollars In Thousands)
Total current liabilities
Long-term debt
Deferred income taxes
Other liabilities
Deferred prearranged funeral
contract revenues

1996
$

607,543
2,048,737
527,460
552,443
2,725,770

1995
$

611,751
1,712,464
437,840
400,434
2,362,053

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Dollars in thousands)
Note 4 (In Part)
Deferred Prearranged Funeral Contract Revenues
“Deferred prearranged funeral contract revenues” on the
consolidated balance sheet includes the contract amount
of all price guaranteed prearranged funeral service con
tracts as well as the accrued trust earnings and increas
ing insurance benefits. Also included in deferred prear
ranged funeral contract revenues are net obtaining costs
applicable to prearranged funeral contracts. The aggre
gate net costs deferred as of December 31, 1996 and
1995 were $151,008 and $96,595, respectively. The
Company will continue to defer additional accruals of
trust earnings and insurance benefits as they are earned
until the performance of the funeral service. Upon per
formance of the funeral service, the Company will recog
nize the fixed contract price as well as total accumulated
trust earnings and increasing insurance benefits as fu
neral revenues.
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The following table summarizes the activity in deferred
prearranged funeral contract revenues during the years
ended December 31, 1996 and 1995:
Years ended December 31,
1996
1995
Beginning balance
Net sales
A cquisitions
Realized earnings and increasing
insurance benefits
M aturities
Increase in cancellation reserve
Deferred obtaining costs
Other

$2,362,053
523,229
72,213

Ending balance

$2,725,770

$1,519,582
366,835
656,453
60,502
(150,382)
(38,132)
(43,663)
(9,142)

111,950
(252,603)
(36,694)
(61,421)
7,043

Prior to being superseded by the Accounting Principles
Board, the Committee on Terminology of the AICPA is
sued four terminology bulletins. In Accounting Terminol
ogy Bulletin No. 1 the Committee recommended that the
term reserve be applied only to amounts of retained
earnings appropriated for general or specific purposes.
In practice the term reserve, with rare exceptions, is ap
plied to amounts designated as valuation allowances de
ducted from assets or as accruals for estimated liabili
ties. Table 2-30 shows that the term reserve appears
occasionally in the financial statements of the survey
companies.

$2,362,053

T h e r e c o g n itio n o f fu t u r e fu n e r a l r e v e n u e s is e s tim a te d
to o c c u r in th e f o llo w in g y e a r s b a s e d o n a c tu a r ia l a s s u m p tio n s a s fo llo w s :

1997
1998
1999
2000
2001
2002 through 2006
2007 and thereafter

RESERVES— USE OF THE TERM
“R E S E R V E ”

$

239,145
208,534
192,264
178,823
166,037
680,850
1,060,117

$2,725,770

TABLE 2-30: USE OF TERM “RESERVE”
Number of Companies
1996 1995 1994 1993
To describe deductions from
assets for
Reducing inventories to
LIFO c o s t ..........................................
Doubtful a c c o u n ts ..............................
Accumulated d e p re cia tio n ................
Other— d e s c rib e d ..............................

33
21
5
8

43
23
4
14

47
21
3
6

38
18
4
9

26
13
18

25
19
19

33
23
17

32
15
17

4
13
2

6
23
3

8
14
1

5
13
3

To describe accruals for
Estimated expenses relating to
property abandonm ents or
Insurance.....................
Environm ental costs .
Employee benefits or
com p e n sa tio n .........
Other— described . . .
Other— not described

260

Section 2: B alance S h e e t

COM M ON STOCK

T IT L E O F S T O C K H O L D E R S ’ E Q U IT Y
S E C T IO N
Table 2-31 summarizes the titles used by the survey
companies to identify the stockholders’ equity section of
the balance sheet.

Table 2-33 summarizes the valuation bases of common
stock. As in prior years, the majority of the survey com
panies show common stock at par value.
TABLE 2-33: COMMON STOCK

TABLE 2-31: TITLE OF STOCKHOLDERS’ EQUITY
SECTION
1996

1995

1994

1993

Shareholders’ E q u ity ..................... . .
Stockholders’ E q u ity ..................... . .
Shareowners’ E q u ity .....................
Common S tockholders’ E q u ity .. .
Shareholders’ In v e s tm e n t............
Common Shareholders’ Equity . .
Stockholders’ Investm ent..............
Other o r no t i t l e ..............................

250
263
20
12
15
8
7
25

248
256
23
16
14
10
4
29

255
249
24
13
9
8
9
33

257
249
20
12
15
7
10
30

Total Companies.................

600

600

600

600

.

.

C A P IT A L S T R U C T U R E S
Table 2-32 summarizes the various classes and combi
nations of capital stock outstanding disclosed in the bal
ance sheets of the survey companies. Paragraphs 19
and 20 of APB Opinion No. 15 state the information that
should be disclosed about the capital structure of an en
tity. The disclosure requirements of paragraphs 19 and
20 are now stated in paragraphs 4 and 5 of Statement of
Financial Accounting Standards No. 129 which is effec
tive for periods ending after December 15, 1997.

1996

1995

1994

1993

580
11
12

568
19
9

573
18
5

572
23
9

8
57

14
53

18
51

13
49

issues Outstanding................... 668

663

665

666

Par value stock shown at:
Par v a lu e ............................................
Am ount in excess of p a r ................
Assigned per share a m o u n t............
No par value stock shown at:
Assigned per share a m o u n t............
No assigned per share am ount . . .

PREFERRED STOCK
Table 2-34 summarizes the valuation bases of preferred
stock. As with common stock, many of the survey com
panies show preferred stock at par value. Currently the
reporting and disclosure requirements for preferred stock
are stated in paragraphs 10 and 11 of APB Opinion No.
10 and paragraph 10C of Statement of Financial Ac
counting Standards No. 47. The requirements of APB
Opinion No. 10 and SFAS No. 47 have been restated in
paragraphs 6-8 of Statement of Financial Accounting
Standards No. 129 which is effective for periods ending
after December 1 5 , 1997.
Examples of preferred stock presentations and disclo
sures follow.
TABLE 2-34: PREFERRED STOCK
Number of Companies
1996 1995 1994 1993

TABLE 2-32: CAPITAL STRUCTURES
1996

1995

1994

1993

No preferred s to c k ..............................
One class of preferred s t o c k ............
Two classes of preferred s t o c k ___
Three or more classes of
preferred s t o c k .................................

472
107
19

457
115
24

448
118
28

438
127
29

2

4

6

6

Total Companies.....................

600

600

600

600

Companies included above w ith
tw o or m ore classes of
com m on s t o c k .................................

66

58

59

61

Common stock with:

Par value stock shown at:
Par v a lu e ........................................
Liquidation or redem ption value
Assigned per share am ount —
Fair value at issuance d a te .........
Other ...............................................
No par value stock shown at:
Liquidation o r redem ption value
Assigned per share am ount —
Fair value at issuance d a te .........
No assigned per share am ount .

.

52
23
8
1
10

63
24
5
4
10

66
24
9
2
12

71
25
12
3
6

.
.
.

15
13
—

.

11

19
13
3
15

19
13
3
23

20
19
4
16

Preferred stock o u ts ta n d in g ......... . .
No preferred stock o u ts ta n d in g .. . . .

130
470

145
455

160
440

162
438

Total Companies.....................

600

600

600

600

.
.

Number of Companies

.
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Preferred Stock Extended At Par Value
BETHLEHEM STEEL CORPORATION (DEC)
(Dollars in millions)
S tockholders’ Equity (Note J):
Preferred Stock - $1 per share par
value (aggregate liquidation
preference of $481.2); Authorized
20,000,000 shares
Preference Stock - at $1 per share
par value (aggregate liquidation
preference of $86.2); Authorized
20,000,000 shares
Com m on Stock - at $1 per share par
value; Authorized 250,000,000 shares;
Issued 113,851,199 and 112,699,869
shares
Common Stock - Held in Treasury,
2,017,662 and 1,992,189 shares
at cost
Additional Paid-in Capital
Accumulated Deficit
Total S tockholders’ Equity

1996

1995

$11.6

$11.6

2.5

2.6

113.9

112.7

(59.7)
1,886.3
(988.6)
966.0

(59.4)
1,850.6
(679.8)
1,238.3

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
K (In Part): Stockholders’ Equity
Preferred and Preference Stock issued and outstanding:
December 31

(Shares in thousands)
Preferred Stock - Authorized 20,000 shares
$5.00 Cumulative Convertible
Preferred Stock
$2.50 Cumulative Convertible
Preferred Stock
$3.50 Cumulative Convertible
Preferred Stock

1996

1995

2,500

2,500

4,000

4,000

5,123

5,123

Preference Stock - Authorized 20,000 shares
Series “ A” 5% Cumulative Convertible
Preference Stock
1,818
Series “ B” 5% Cumulative Convertible
Preference Stock
700

1,920
668

Each share of $3.50 Cumulative Convertible Preferred
Stock issued in 1993 is convertible into 2.39 shares of
Common Stock, subject to certain events. Each share of
the $5.00 Cumulative Convertible Preferred Stock and
the $2.50 Cumulative Convertible Preferred Stock issued
in 1983 is convertible into 1.77 and .84 shares of Com
mon Stock, subject to certain events.

In accordance with labor agreements, the company is
sues Preference Stock to a trustee under the Employee
Investment Program. Series “A” and Series “B” of Prefer
ence Stock have a cumulative dividend of 5% per annum
payable at the company’s option in cash, Common Stock
or additional shares of Preference Stock. Each share of
Preference Stock is entitled to vote with Common Stock
on all matters and is convertible into one share of Com
mon Stock.
Under the covenants of 10⅜ % Senior Notes, the com
pany can pay future dividends on common stock, among
certain other restrictions, only if such cumulative divi
dends do not exceed the aggregate net cash proceeds
from the sale of capital stock plus 50% of consolidated
net income and minus 100% of consolidated net loss
since the second quarter of 1993, excluding certain re
structuring charges and other adjustments. The amount
available at December 3 1 , 1996 under this covenant was
about $450 million.
SEQUA CORPORATION (DEC)
(Amounts in thousands)
Shareholders’ equity (Note 12)
Preferred stock— $1 par value,
1 ,8 2 5 ,000 shares authorized;
79 7,000 shares of $5 cum ulative
convertible stock issued at
December 3 1 , 1996 and 1995
(involuntary liquidation value$25,393 at December 3 1 , 1996)
Class A com m on stock— no par value,
25,000,000 shares authorized;
7,188,000 shares issued at
December 3 1 , 1996 and 1995
Class B com m on stock— no par value,
5,000,000 shares authorized;
3,727,000 shares issued at
December 3 1 , 1996 and 1995
Capital in excess of par value
Cumulative translation adjustm ent
Retained earnings

1996

$

797

1995

$

797

7,188

7,188

3,727
285,912
10,512
366,369

3,727
287,204
2,333
360,290

Less; cost of treasury stock

674,505
83,729

661,539
84,944

Total shareholders’ equity

590,776

576,595
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Note 12. Capital Stock

17. Shareholders’ equity

The Company’s capital stock consists of Class A and
Class B common stock, and $5.00 cumulative convert
ible preferred stock. Holders of Class A common stock
have one vote per share, holders of Class B common
stock have ten votes per share and preferred stockhold
ers have one vote per share. Holders of Class B com
mon stock are entitled to convert their shares into Class
A common stock at any time on a share-for-share basis.
Each share of $5.00 cumulative convertible preferred
stock is convertible into 1.322 shares of Class A com
mon stock. The preferred stock is redeemable, at the op
tion of the Company, at $100 per share.
At December 31, 1996, 4,367,698 shares of Sequa
Class A common stock were reserved for stock options
outstanding and the conversion of preferred and Class B
common stock.
The following table summarizes shares held in
treasury:

Preferred stock-The Series A Convertible Perpetual Pre
ferred Stock is held by the Employee Stock Ownership
Trust (ESOP Trust). The per-share stated value is
$40,300.00 and the preferred stock ranks senior to the
company’s common stock as to dividends and liquidation
rights. Each share is convertible, at the holder’s option,
into 1,450 shares of the company’s common stock and
has voting rights equal to 1,450 shares of common stock.
The company may redeem the preferred stock at any
time after July 20, 1999, or upon termination of the
ESOP at a minimum price of $40,300.00 per share. Divi
dends, at the rate of 6.25 percent, are cumulative, paid
quarterly, and charged against retained earnings.

At December 31,

1996

1995

1994

Class A com m on stock
614,100
Class B com m on stock
396,283
Preferred stock_______________ 186,689

652,000
396,283
163,489

652,000
396,283
163,489

During 1994, 180,000 shares of Class A common stock
in treasury were contributed to the Company’s defined
benefit pension plans and 32,052 shares of Class A
common stock in treasury were granted to certain key
employees.

Preferred Stock Extended At Stated Value
PHARMACIA & UPJOHN, INC. (DEC)
Dollar amounts in millions
Shareholders’ equity:
Preferred stock, one cent par value;
authorized 100,000,000 shares,
issued Series A convertible 7,125
shares at stated value
(1995: 7,220 shares)
Common stock, one cent par value;
authorized 1,500,000,000 shares,
issued 508,500,633 shares
(1 9 9 5 :5 0 6 ,6 2 5 ,8 0 0 shares)
Capital in excess of par value
Retained earnings
Note receivable fro m ESOP Trust
ESOP deferred com pensation
Currency translation adjustm ents
Other shareholders’ equity
Total shareholders’ equity

1996

1995

Preferred Stock Extended At Redemption Or
Liquidating Value
ABM INDUSTRIES INCORPORATED (OCT)
(In thousands of dollars)

1995

Series B 8% Senior redeemable cum ulative
preferred stock,6,400 shares authorized,
issued and outstanding, stated at
redem ption value,
$1,000 per share
$ 6,400
Stockholders’ equity
Preferred stock, $.01 par value; 500,000
shares authorized; none issued
—
Common stock, $.01 par value; 28,000,000
shares authorized; 9,366,000 and
19,489,000 shares issued and outstanding
in 1995 and 1996, respectively
94
Additional capital
40,627
Retained earnings
101,065
Total stockholders’ equity

141,786

1996

$ 6,400

195
48,548
115,550
164,293

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
9. Redeemable Cumulative Preferred Stock
$

287

$

291

5
1,457
5,603
(38)
(228)
(855)
10

5
1,457
5,603
(36)
(236)
(728)
31

6,241

6,387

On June 23, 1993, the Company authorized 6,400
shares of preferred stock having a par value of $0.01 per
share. These shares designated as Series B 8% Senior
Redeemable Cumulative Preferred Stock (Series B Pre
ferred Stock) shall be entitled to one vote per share on
all matters upon which common stockholders are entitled
to vote and have a redemption price of $1,000 per share,
together with accrued and unpaid dividends thereon. Re
demption of the Series B Preferred Stock is at the option
of the holders for any or all the outstanding shares after
September 1, 1998 or at the option of the Company after
September 1, 2002. The total redemption value of the
shares outstanding at October 31 in an amount of
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$6,400,000 is classified on the Company’s balance sheet
as redeemable cumulative preferred stock. In the event
of any liquidation, dissolution or winding up of the affairs
of the Company, holders of the Series B Preferred Stock
shall be paid the redemption price plus all accrued divi
dends to the date of liquidation, dissolution or winding up
of affairs before any payment to other stockholders.
On September 1, 1993, the Company Issued 6,400
shares of its Series B Preferred Stock in conjunction with
the acquisition of System Parking. The acquisition agree
ment provided that one-half, or 3,200 shares, of the Se
ries B Preferred Stock be placed in escrow and will be
released upon certain earnout requirements. As of Octo
ber 3 1 , 1996 none of these shares have been released.
Dividends of $128,000 are due and payable each
quarter and are deducted from net income in determining
net income per common share.
DRAVO CORPORATION (DEC)
(In thousands)

1996

Redeemable preference stock
(Notes Band 1 5 ):
Par value $1, issued 200,000 shares:
Series D, $12.35 cumulative,
convertible, exchangeable (entitled in
liquidation to $20.0 m illion)
$20,000
Shareholders’ equity (Note 6):
Preference stock, par value $1,
authorized 1,878,870 shares:
Series B, $ 2 .475 cumulative,
convertible, issued 20,386
and 25,386 shares (entitled in liquidation
to $1.1 m illion and $1.4 m illion);
Series D, reported above
20
Common stock, par value $1, authorized
35,000,000 shares: issued 15,096,817
and 15,055,237 shares
15,097
Other capital
63,077
Retained earnings
20,063
Treasury stock at cost; 333,168 and
347,691 com m on shares
(4,342)
Total shareholders’ equity

93,915

1995

The company may redeem the Series D Preference
Stock, in whole or in part, after January 21, 1996, for
$100 per share plus accrued dividends, provided that the
market price of common stock as of the date of the deci
sion to redeem the shares, as defined in the Certificate
of Designations, Preferences and Rights for the Series D
Preference Stock, shall be at least equal to 175 percent
of the conversion price for the preference stock. Manda
tory annual redemption of the lesser of 50,000 shares or
the number of shares then outstanding begins Septem
ber 21, 1998, at $100 per share plus accrued dividends.
In the event of liquidation of the company, the holders of
outstanding Series D Preference Stock shall be entitled
to receive a distribution of $100 per share plus all accu
mulated and unpaid dividends.
The company had outstanding 20,386 and 25,386
shares of cumulative, convertible Series B Preference
Stock on December 31, 1996 and 1995, respectively.
Cumulative annual dividends of $2.475 per share are
payable quarterly. Each share of Series B Preference
Stock may be converted at the option of the holder to
3.216 shares of common stock. In the event of the com
pany’s liquidation, the holders of the Series B Preference
Stock are entitled to $55 per share plus all accumulated
and unpaid dividends.
Note 15: Fair Value Of Financial Instruments

$20,000

The fair value of financial instruments without extended
maturities equals their carrying values. The estimated
fair value of financial instruments with extended maturi
ties at December 31 is presented below:
(In thousands)

25

15,055
60,818
8,464
(4,507)
79,855

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 6: Redeemable Preference Stock
The company has outstanding 200,000 shares of cumu
lative, convertible, exchangeable Series D Preference
Stock. Cumulative dividends of $3.0875 per share are
payable quarterly. Each share of preference stock may
be converted, at the option of the holder, into 8.0 shares
of common stock. The stock is also exchangeable, at the
option of the company, for 12.35 percent Senior Subordi
nated Convertible Notes due September 21, 2001. The
12.35 percent Senior Subordinated Notes would contain
the same conversion rights, restrictions and other terms
as the preference stock.

Notes payable
Series D
Preference Stock

1995

1996
Carrying
Value

Fair
Value

Carrying
Value

Fair
Value

$69,701

$70,623

$70,391

$72,124

20,000

22,533

20,000

23,242

The carrying amounts of notes receivable approximate
fair value. The fair value of notes payable and the Series
D Preference Stock is based upon the amount of future
cash flows associated with each instrument discounted
using the company’s estimated borrowing rate for similar
debt instruments of comparable maturity. The Preference
Stock fair value also includes an estimated factor to
value the conversion feature.
Fair value estimates are made at a specific point in
time, based on relevant market information and informa
tion about the financial instrument. These estimates are
subjective in nature and involve uncertainties and mat
ters of significant in nature and involve uncertainties and
matters of significant judgment and therefore cannot be
determined with precision. Changes in assumptions
could significantly affect the estimates.
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G T I C O R P O R A T IO N (D E C )

R E T A IN E D E A R N IN G S

(Dollars in thousands)

1996

Stockholders’ Equity
Preferred Stock, authorized 1,000,000
shares, firs t series, $35.00 cum ulative
convertible, issued and outstanding
$ 8,110
8,110 shares
Com m on Stock, par value $0.04 per share,
authorized 12,000,000 shares, issued
8,973,475 in 1996 and 1995
359
44,082
Additional paid-in capital
14,644
Retained earnings
Cumulative translation adjustm ents
(45)
Total stockholders’ equity

1995

T a b le 2 - 3 6 in d ic a t e s t h a t m o s t o f t h e s u r v e y c o m p a n ie s
u s e t h e te r m retained earnings. E x a m p le s o f d e s c r ip tiv e
c a p t io n s u s e d f o r r e ta in e d e a r n in g s a r e s h o w n b e lo w
a n d in c o n n e c tio n w ith d is c u s s io n s o f o t h e r c o m p o n e n t s
o f s t o c k h o ld e r s ’ e q u ity .

$ 8,110

TABLE 2-36: RETAINED EARNINGS—CAPTION TITLE
359
44,082
36,399
45

67,150

88,995

NOTES TO CONSOLiDATED FINANCIAL STATEMENTS
Note 8. Stockholders’ Equity
P r e fe r r e d S to c k — T h e P r e fe r r e d S to c k is c o n v e r t ib le a t
t h e d is c r e tio n o f t h e h o ld e r , a t a ra te o f 2 3 4 . 3 1 4 s h a r e s
o f C o m m o n S to c k p e r s h a r e o f P r e fe r r e d S to c k , in to
1 ,9 0 0 ,2 8 7 s h a r e s o f th e C o m p a n y ’s C o m m o n S to c k .
D iv id e n d s a c c r u e a t t h e r a te o f $ 3 5 . 0 0 p e r s h a r e , p e r
y e a r a n d a r e p a y a b le q u a r te r ly . T h e d iv id e n d p a y m e n t
f o r t h e fo u r th q u a r t e r o f 1 9 9 6 w a s n o t p a id a s o f D e c e m 
b e r 3 1 , 1 9 9 6 ; h o w e v e r , s u c h d iv id e n d w a s a c c r u e d a n d
in c lu d e d in t h e c o n s o lid a te d b a la n c e s h e e t a s o f D e c e m 
b e r 3 1 , 1 9 9 6 u n d e r t h e c a p tio n “ A c c o u n t s p a y a b le , a c 
c r u e d a n d o t h e r lia b ilit ie s ” . T h e p r e fe r r e d s h a r e s h a v e a
liq u id a tio n p r e fe r e n c e o f $ 1 , 0 0 0 p e r s h a r e a n d a p a r
v a lu e o f $ 1 . 0 0 p e r s h a re .

A D D IT IO N A L P A ID -IN C A P IT A L

1996

1995

1994

1993

Retained E a rn in g s.................................
Retained Earnings w ith additional
w o rd s ...................................................
Earnings w ith additional w o rd s .........
Income w ith additional w o rd s ............
Earned S u rp lu s .....................................
Retained Earnings (D e fic it)................
Accumulated D e fic it............................

477

462

455

460

7
34
9
1
32
40

7
35
11
1
37
47

7
34
9
1
41
53

8
32
10
2
33
55

Total Companies.......................

600

600

600

600

A T & T C O R P . (D E C )

Dollars in millions
Shareowners’ Equity
Common shares, par value $1
per share
Authorized shares: 2,000,000,000
Outstanding shares: 1,623,487,646
at December 3 1 , 1996; 1,596,005,351
at December 3 1 , 1995
Additional paid-in capital
Guaranteed ESOP obligation
Foreign currency translation adjustm ents
Retained earnings (deficit)
Total shareowners’ equity

T a b le 2 - 3 5 lis ts t h e b a la n c e s h e e t c a p t io n s u s e d t o d e 
s c r ib e a d d itio n a l p a id - in c a p ita l. E x a m p le s o f d e s c r ip tiv e
c a p t io n s f o r a d d itio n a l p a id - in c a p it a l a r e s h o w n in th is
s e c tio n in c o n n e c tio n w ith d is c u s s io n s o f t h e o t h e r c o m 
p o n e n ts o f s t o c k h o ld e r s ’ e q u ity .

TABLE 2-35: ADDITIONAL PAID-IN CAPITAL—CAPTION
TITLE
Additional paid-in c a p ita l...................
Capital in excess of par or stated
v a lu e ...................................................
Paid-in c a p it a l.....................................
Additional capital, o r other
c a p ita l.................................................
Capital s u rp lu s .....................................
Paid-in s u rp lu s .....................................
Other c a p tio n s .....................................

1996

1995

1994

1993

254

256

248

245

142
46

145
46

145
48

147
48

35
32
1
11
521

36
30
2
12
527

36
31
2
18
528

41
32
2
15
530

No additional paid-in capital
a c c o u n t...............................................

79

73

72

70

Total Companies.....................

600

600

600

600

1996

1995

$1,623

$1,596

15,643
(96)
47
3,078

16,614
(254)
5
(687)

20,295

17,274

F L E M I N G C O M P A N I E S , IN C . ( D E C )

(In thousands)
Shareholders’ equity:
Common stock, $2.50 par value,
authorized-100,000 shares,
issued and outstanding-37,798 and
37,716 shares
Capital in excess of par value
Reinvested earnings
Cumulative currency translation
adjustm ent

Less ESOP note
Less additional m inim um pension
liability
Total shareholders’ equity

1995

1996

$

94,494
503,595
514,408

$

94,291
501,474
501,214

(4,700)

(4,549)

1,107,797
(6,942)

1,092,430
(9,108)

(24,897)
1,075,958

—
1,083,322

Tre as u ry Stock

Cost of Treasury Stock Shown as Reduction
of Stockholders' Equity

TREASURY STOCK
APB Opinion No. 6 discusses the balance sheet presen
tation of treasury stock. As shown in Table 2-37, the
prevalent balance sheet presentation of treasury stock is
to show the cost of treasury stock as a reduction of
stockholders’ equity.
Examples of treasury stock presentations follow.
TABLE 2-37: TREASURY S T O C K BALANCE SHEET PRESENTATION
1996

1995

1994

1993

350

349

342

349

19

27

23

16

4
1

6
3

2
6

9
6

374

385

373

380

Common stock
Cost of treasury stock shown as
stockholders’ equity
dedu ction............................................
Par o r stated value of treasury stock
deducted fro m issued stock of
the same cla ss...................................
Cost of treasury stock deducted from
stock of the same c la s s ...................
O ther........................................................

Total Presentations.................
Preferred Stock
Cost of treasury stock shown as
stockholders’ equity deduction . . .
Par o r stated value of treasury stock
deducted fro m issued stock of the
same cla ss..........................................
O ther........................................................

4

3

2

ARMSTRONG WORLD INDUSTRIES, INC. (DEC)
Millions

1996

Shareholders’ Equity
Class A preferred stock. Authorized
20 m illion shares; issued 5,654,450
shares of Series A convertible preferred
stock; outstanding: 1996— 0 shares;
1995— 5,421,998 shares; cum ulative
retired: 1996— 5,654,450 shares;
1995— 232,452 shares
$
Com m on stock, $1 par value per share.
Authorized 200 m illion shares;
issued 51,878,910 shares
51.9
Capital in excess of par value
162.1
Reduction fo r ESOP loan guarantee
(217.4)
Retained earnings
1,222.6
Foreign currency translation
17.3

1995

$

258.9

51.9
49.3
(225.1)
1,133.8
18.0

1,236.5

1,286.8

Less com m on stock in treasury, at cost:
1996— 10,714,572 shares;
1995— 15,014,098 shares

446.5

511.8

Total shareholders’ equity

790.0

775.0

2

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
1

2
2

1
2

5

4

6

5

Disclosing treasury s to c k ...................
Not disclosing treasury s to c k ............

373
227

384
216

373
227

380
220

Total Companies.......................

600

600

600

600

Total Presentations.................

265

1
—

Number of Companies

Treasury Shares
Treasury share changes for 1996, 1995 and 1994 are
as follows:
Year ended
December 31

(thousands)

1996

1994

1995

Common shares
Balance at beginning of year
Stock purchases(1)
Stock issuance activity, net(2)

15,014.1
1,357.6
(5,657.1)

14,602.1
795.7
(383.7)

14,656.5
272.4
(326.8)

Balance at end of year

10,714.6

15,014.1

14,602.1

Note 1: Includes sm all unsolicited buybacks of shares, shares
received under share tax w ith ho lding transactions and open
market purchases of stock through brokers.
Note 2 : 1996 includes 5,057,400 shares issued as a result of
conversion of preferred to com m on stock.

In July 1996, the Board of Directors authorized the com
pany to repurchase an additional 3.0 million shares of its
common stock through the open market or through pri
vately negotiated transactions bringing the total author
ized common share repurchases to 5.5 million shares.
Under the total plan, Armstrong has repurchased ap
proximately 2,380,000 shares through December 31,
1996, with a total cash outlay of $130.7 million, including
1,328,000 repurchased in 1996. In addition to shares re
purchased under the above plan, approximately 364,600
ESOP shares were repurchased in 1996.
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M E R C K & C O , IN C . ( D E C )

C S P IN C . ( A U G )

(Dollars in thousands)
Shareholders’ equity:
Common stock, $.01 par, authorized,
7,500,000 shares; issued 2,957,284
and 2,922,034 shares
Additional paid-in capital
Retained earnings

1995

1996

$
29
10,411
17,397

$
29
10,187
17,289

27,837

27,505

Less treasury stock, at cost, 301,314 and
273,314 shares (Note 9)
Total shareholders’ equity

2,033

1,780

25,804

25,725

1996

1995

S tockholders’ Equity
Com m on stock
Authorized - 2,700,000,000 shares
Issued -1,48 3,61 9,31 1 shares -1 9 9 6
-1,483,463,327 s h a re s -1 9 9 5
$ 4,967.5
14,817.7
Retained earnings

$ 4,742.5
12,740.6

19,785.2

17,483.1

7,814.7

5,747.4

11,970.5

11,735.7

($ in m illions)

Less treasury stock, at cost
277,016,963 s h a re s -1 9 9 6
254,614,794 shares -1 9 9 5
Total stockholders’ equity

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
($ in millions)

9 (In Part): Commitments and Contingencies
Stock Repurchase:
On October 9, 1986 the Board of Directors authorized
the Company to repurchase up to 282,723 of the out
standing stock at market prices. On September 2 8 , 1995,
the Board of Directors authorized the Company to repur
chase up to 150,000 additional shares of the outstanding
stock at market prices. The timing of stock purchases are
made at the discretion of management. At August 30,
1996, the Company has repurchased 301,314 or 70% of
the total authorized to be repurchased.

11. Stockholders’ Equity
In 1996 and 1995, common stock increased by $225.0
and $74.7 million, respectively, principally as a result of
issuances of treasury stock for exercises of stock op
tions. In 1994, common stock increased by $91.3 million,
principally as a result of conversions of subordinated de
bentures assumed in conjunction with the Medco acqui
sition into 2.6 million shares of Merck common stock.
A summary of treasury stock transactions (shares in
thousands) follows:

K I M B A L L I N T E R N A T I O N A L , IN C . ( J U N )

(Amounts In Thousands)

1996

Share Owners’ Equity:
Common stock-par value $.31 /4 per share:
Class A-Shares authorized-10,453,000
(10,477,000 in 1995)
Shares issued-7,311,000
(7,335,000 in 1995)
$
Class B-Shares authorized-30,000,000
Shares issued-14,201,000
(14,177,000 in 1995)
Additional paid-in capital
Retained earnings
Foreign currency translation adjustm ent
Less: Treasury stock-at cost:
Class A -1 ,000 shares (15,000 in 1995)
Class B-700,000 shares
(499,000 in 1995)
Total share ow ners’ equity

2,285

4,438
898
399,024
1,441

1995

$

2,292

4,431
812
373,704
1,981

(18)

(325)

(17,054)

(11,558)

391,014

371,337

1996
Cost
Shares

1995
Shares
Cost

254,614.8 $5,747.4
38,384.2
2,493.3

235,341.6 $4,470.8
33,377.2
1,570.9

Balance,
January 1
Purchases
Issued prim arily
under stock
option plans

(15,982.0)

Balance,
December 31

277,017.0 $7,814.7

(426.0)

(14,104.0)

(294.3)

254,614.8 $5,747.4

At December 31, 1996, 1995 and 1994, 10 million
shares of preferred stock, without par value, were
authorized: none were issued.
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Other Accounts Shown In Stockholders’ Equity Section

Par Value of Treasury Stock Deducted From
Issued Stock

SUN MICROSYSTEMS, INC. (JUN)
(In thousands except
share and per share amounts)

Stockholders’ equity:
Preferred stock, $0.001 par value,
10,000,000 shares authorized;
no shares issued and outstanding
$
Common stock, $0.00067 par value,
300,000,000 shares authorized;
issued: 213,160,059 shares in 1996
and 212,754,962 shares in 1995
72
Additional paid-in capital
1,164,349
Retained earnings
1,662,335
Treasury stock, at cost: 27,177,938
shares in 1996 and 15,726,158
shares in 1995
(596,910)
Currency translation adjustment
and other
21,620
Total stockholders’ equity

1995

1996

2,251,486

THE TORO COMPANY (OCT)
1996

(Dollars in thousands)
$

-

72
1,089,478
1,205,483
(206,067)

1995

Common stockholders’ equity:
Common stock, par value $1.00 ,
authorized 35,000,000 shares; issued
and outstanding 12,032,143 shares in
1996 (net of 877,861 treasury shares)
and 12,167,835 shares in 1995
(net of 674,490 treasury shares)
$ 12,032
Additional paid-in capital
28,462
Retained earnings
173,630
Foreign currency translation adjustment
(557)
Total common stockholders’ equity

$ 12,168
35,712
142,891
121

190,892

213,567

33,629
2,122,595

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
8 (In Part): Stockholders’ equity
Common stock repurchase programs
In December 1990, the Board of Directors approved a
systematic common stock repurchase program related to
the 1990 Employee Stock Purchase Plan. In fiscal 1996,
the Company repurchased 1,538,744 shares at a cost of
approximately $62,782,000 under this program
(2,235,478 shares at a cost of approximately
$36,107,000 in 1995).
In June 1993, the Board of Directors approved a plan
to repurchase up to 20 million shares of the Company’s
common stock. Repurchases under this plan were com
pleted in November 1993 at a cost of approximately
$264,786,000. In July 1995, the Board of Directors ap
proved a plan to repurchase approximately 24 million
shares of the Company’s common stock. During fiscal
1996 repurchases under this plan were 17,194,000
shares at a cost of approximately $459,554,000.
When the treasury shares are reissued, any excess of
the average acquisition cost of the shares over the pro
ceeds from reissuance is charged to retained earnings.

OTHER ACCOUNTS SHOWN IN
STOCKHOLDERS’ EQUITY SECTION
Many of the survey companies present accounts other
than Capital Stock, Additional Paid-In Capital, Retained
Earnings, and Treasury Stock in the stockholders’ equity
section of the balance sheet. Other stockholders’ equity
accounts appearing on the balance sheets of the survey
companies include, but are not limited to, cumulative
translation adjustments, guarantees of ESOP debt, un
earned or deferred compensation related to employee
stock award plans, amounts owed to a company by em
ployees for loans to buy company stock and unrealized
losses/gains related to investments in certain debt and
equity securities. Table 2-38 shows the number of survey
company balance sheets presenting other stockholders’
equity accounts.
309 survey companies disclosed that stock purchase
rights have been distributed to common shareholders.
The rights enable the holder to purchase additional eq
uity in a company should an outside party acquire or ten
der for a substantial minority interest in the subject
company. Such rights usually do not appear on the bal
ance sheet.
Examples of other stockholders’ equity accounts
follow.
TABLE 2-38: OTHER STOCKHOLDERS’ EQUITY
ACCOUNTS
Number of Companies
1996 1995 1994 1993

Cumulative translation
adjustments........................
Unearned compensation..........
Unrealized losses/gains on
certain investments...............
Minimum pension liability
adjustments........................
Guarantees of ESOP debt..........
Employee benefit trusts............
Receivables from sale of stock...

..
..

403
117

400
110

395
95

384
99

..

109

105

80

26

..

101
68
16
12

117
78

107
92

104
96

—

—

—

16

15

13
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

A (In Part): Accounting Policies

BEMIS COMPANY, INC. (DEC)
(In thousands of dollars)
Stockholders’ equity:
Common stock, $.10 par value:
authorized-123,800,000 shares
lssued-57,897,316 and 57,811,966
shares
Capital in excess of par value
Retained income
Cumulative translation adjustment
Common stock held in treasury,
5,536,617 and 5,244,617 shares,
at cost
Total stockholders’ equity

1996

1995

$ 5,790
149,481
561,049
6,588

$ 5,781
147,119
496,252
10,505

(155,811)

(146,849)

567,097

512,808

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Foreign Currency Translation
Financial statements of foreign subsidiaries are trans
lated into U.S. dollars at current rates, except that reve
nues, costs and expenses are translated at average cur
rent rates during each reporting period. Net exchange
gains or losses resulting from the translation of foreign fi
nancial statements and the effect of exchange rate
changes on intercompany transactions of a long-term in
vestment nature are accumulated and credited or
charged directly to a separate component of sharehold
ers’ equity.

Unearned Compensation Relating To Stock
Award Plans

Note 1 (In Part): Accounting Policies

DEERE & COMPANY (OCT)

Translation of foreign currencies: Assets and liabilities
are translated at the exchange rate as of the balance
sheet date. All revenue and expense accounts are trans
lated at a weighted-average of exchange rates in effect
during the year. Translation adjustments are recorded as
a separate component of equity.

(In millions of dollars except per
share amounts)

CLARCOR INC. (NOV)
(Dollars In Thousands Except
Per Share Data)

1995

1996

Shareholders’ Equity
Capital stock:
Preferred, par value $1, authorized
1,300,000 shares, issuable in series,
none issued
$ Common, par value $1, authorized
30,000,000 shares, issued 14,874,969
in 1996 and 14,825,296 in 1995
14,875
1,393
Capital in excess of par value
Foreign currency translation adjustments (1,858)
Unrealized holding gain on marketable
992
equity securities, net of taxes
130,657
Retained earnings

1,285
115,191

146,059

130,815

Total shareholders’ equity

$

-

Total stockholders’ equity
14,825
1,121
(1,607)

1996

Stockholders’ Equity
Common stock, $1 par value
(authorized-600,000,000 shares;
issued-263,833,099 shares in 1996
and 262,524,084 shares in 1995),
$1,770.1
at stated value
2,299.5
Retained earnings
(235.4)
Minimum pension liability adjustment
Cumulative translation adjustment
(14.0)
14.0
Unrealized gain on marketable securities
Unamortized restricted stock
(11.1)
compensation
Common stock in treasury, 6,567,007
shares in 1996 and 549,387 shares in
(265.9)
1995, at cost
3,557.2

1995

$1,728.7
1,690.3
(300.4)
(11.6)
3.6
(12.1)
(13.1)
3,085.4

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Restricted Stock
Restricted shares of the company’s stock are issued to
key employees and nonemployee directors under re
stricted stock plans approved by stockholders. Under the
plans for employees, the company establishes the per
formance goals and periods of restriction for each award.
The restrictions for the nonemployee directors lapse
when a director retires from the Board. Under these
plans, 5,340,000 shares may be granted as restricted
stock.

Other Accounts Shown In Stockholders’ Equity Section

The market value of the restricted stock at the time of
grant is recorded as unamortized restricted stock com
pensation in a separate component of stockholders’ eq
uity and adjusted to current market value for
performance based plans. This compensation is amor
tized to expense over the periods of restriction. At Octo
ber 31, 1996, 3,750,272 shares remained available for
award under all plans.
Changes in the unamortized restricted stock compen
sation account in 1994, 1995 and 1996 were follows:
Number of
Shares Granted*

Amount
(in millions)

Outstanding at October 31,1993
Granted
Amortized and vested

753,063
201,999
(147,285)

$8
5

Outstanding at October 31,1994
Granted
Amortized and vested

807,777
305,127
(216,366)

Outstanding at October 31,1995
Granted
Amortized and vested

896,538
95,016
(295,236)

9
9
(6)
12
4

Outstanding at October 31,1996

696,318

(4)

(5)

$11

*Adjusted for three-for-one stock split.
If the company exceeds the goals required for the
vesting of certain performance based restricted stock in
cluded in the table above, a maximum of 174,442 addi
tional shares of company stock could be awarded at the
end of the restricted period. The probable cost of the ad
ditional shares at current market value is amortized to
expense over the restricted period of the related re
stricted stock.
HARLEY-DAVIDSON, INC. (DEC)
(In thousands, except share amounts)

1996

Shareholders’ equity:
Series A Junior Participating preferred
stock, none issued
$
Common stock, 78,126,091 and
77,356,688 shares issued in 1996
and 1995, respectively
781
Additional paid-in capital
175,152
Retained earnings
530,782
Cumulative foreign currency translation
adjustment
(566)
706,149
Less;
Treasury stock (2,457,184 and 2,472,304
shares in 1996 and 1995, respectively),
at cost
(41,933)
Unearned compensation
(1,496)
Total shareholders’ equity
662,720

1995
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
10 (In Part): Capital Stock
The Company has a restricted stock plan in which plan
participants are entitled to cash dividends and voting
rights on their respective shares. Restrictions generally
limit the sale or transfer of shares during a restricted pe
riod, not exceeding ten years. Participants may vest in
certain amounts of the restricted stock upon death, dis
ability or retirement as described in the plan.
Unearned compensation was charged for the market
value of the restricted shares on the date of grant and is
being amortized over the restricted period. The unamor
tized unearned compensation value is shown as a reduc
tion of shareholders’ equity in the accompanying
consolidated balance sheets.
OAK INDUSTRIES INC. (DEC)
(Dollars in thousands)

1996

Stockholders’ Equity;
Preferred stock, no par value; authorized
5,000,000 shares; none issued
$
Jun io r preferred stock, no par value;
authorized 500,000 shares;
none issued
Common stock, par value of $0.01;
authorized 50,000,000 shares;
issued 18,482,069 and 17,667,788
184
shares
Additional paid-in capital
296,185
(119,692)
Accumulated deficit
Cumulative translation adjustm ent
(378)
Unearned com pensation-restricted
stock
(2,945)
Treasury stock, 64,487, and 65,672
shares
(1,369)
Stock purchase loans
(262)
Total stockholders’ equity

171,723

1995

$

-

177
282,179
(161,528)
248

_
(1,316)
(547)
119,213

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
$

7 (In Part): Stock Options and Awards

773
154,533
381,897
593
537,796

(41,903)
(1,324)
494,569

During December 1996, the Company granted 124,000
shares of restricted stock from the 1995 Stock Option
and Restricted Stock Plan to certain of its officers and
employees. These shares will vest on January 1, 2000
provided that the recipient is still employed by the Com
pany. The market value of these shares awarded totaled
$2,945,000 and has been recorded as restricted stock as
a separate component of stockholders equity. Unearned
compensation is being amortized to expense over the
three year vesting period.

Section 2; Balance Sheet
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Unrealized Investment Losses/Gains
BAKER HUGHES INCORPORATED (SEP)
1996

1995

Stockholders’ Equity;
Common stock, $1 par value (authorized
400,000,000 shares; outstanding
144,553,000 shares in 1996 and
142,237,000 shares in 1995)
$ 144,553
Capital in excess of par value
1,393,580
250,567
Retained earnings
Cumulative foreign currency translation
adjustment
(118,766)
Unrealized gain (loss) on securities
available for sale
19,275

$ 142,237
1,342,317
140,106

(In thousands, except per share amounts)

Total stockholders’ equity

1,689,209

(107,689)
(3,365)
1,513,606

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 1 (In Part): Summary Of Significant Accounting
Policies
Investments; Investments in debt and equity securities,
other than those accounted for by the equity method, are
reported at fair value with unrealized gains or losses, net
of tax, recorded as a separate component of stockhold
ers’ equity.

market value of securities held at August 31, 1996 and
1995 was $83,578,000 and $105,698,000, respectively.
During fiscal 1996, these investments, which have a his
torical cost of $79,870,000, were classified as available
for sale in accordance with Statement of Financial Ac
counting Standards No. 115, “Accounting for Certain In
vestments in Debt and Equity Securities.” As a result, un
realized investment gains of $2,410,000, which are net of
applicable income taxes, are included as a component of
shareholders’ equity at August 3 1 , 1996.
FOXMEYER HEALTH CORPORATION (MAR)
1996

1995

Stockholders’ equity
Common stock $5.00 par value;
authorized 50,000,000 shares; issued:
24,188,084 shares in 1996 and
$120,940
24,167,277 shares in 1995
209,613
Capital in excess of par value
(64,634)
Minimum pension liability
Net unrealized holding gain (loss)
on securities
(17)
70,431
Retained earnings

$120,836
209,110
(75,428)

(In thousands of dollars)

2,374
184,949

336,333
Less: cost of common stock held in
treasury; 7,520,882 shares in 1996 and
133,870
7,735,552 shares in 1995

441,841

202,463

304,150

Total stockholders’ equity

137,691

ECHLIN INC. (AUG)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(In thousands, except share
and per share data)

1996

1995

Shareholders’ equity:
Preferred stock, without par value:
Authorized 1,000,000 shares, issued none $ —
Common stock, $1 par value:
Authorized 150,000,000 shares,
62,242
issued 62,242,279 and 59,893,824
350,935
Capital in excess of par value
658,235
Retained earnings
Foreign currency translation
(61,953)
adjustments
2,410
Net unrealized investment gains
(2,995)
Treasury stock, at cost, 270,264 shares

59,894
334,191
563,024

1,008,874

909,267

Total shareholders’ equity

$ -

(44,847)
—
(2,995)

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
1 (In Part): Summary of Accounting Policies
Marketable Securities-Marketable securities consist prin
cipally of investments in mortgage-backed securities held
by Echlin’s subsidiary in Puerto Rico. The aggregate

Note A (In Part): Significant Accounting Policies And
Related Matters
Investments: The Corporation’s investments in debt and
equity securities have been classified as either “available
for sale” or “trading” and are carried at fair value. The
classification of the security is determined at the acquisi
tion date and reviewed periodically. The unrealized gains
or losses resulting from the difference in the fair value
and the cost of securities, for securities available for
sale, are shown as a component of stockholders’ equity
and, for trading securities, are reported in the results of
operations. The Corporation periodically reviews its in
vestments for which fair value is less than cost to deter
mine if the decline in value is other than temporary. If the
decline in value is judged to be other than temporary, the
cost basis of the security is written down to fair value.
The amount of any write-down would be included in the
results of operations as a realized loss. Realized gains
and losses resulting from the sale of securities are deter
mined using the average cost method (see Note I).
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HARRIS CORPORATION (JUN)

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

In millions
Shareholders’ Equity
Preferred Stock, without par value:
1,000,000 shares authorized;
none issued
Common Stock, $1.00 par value:
250,000, 000 shares authorized:
issued and outstanding
38,871,603 shares in 1996 and
38,877,019 shares in 1995
Other capital
Retained earnings
Net unrealized gain on securities
available for sale
Unearned compensation
Cumulative translation adjustments
Total Shareholders’ Equity

1996

$

38.9
266.0
1,072.7

1995

$

38.9
240.3
969.4

11.1
.3
(16.1)

12.2
(1.7)
(10.3)

1,372.9

1,248.8

NOTES TO FINANCIAL STATEMENTS
Significant Accounting Policies (In Part)
Marketable Securities-Marketable securities are stated at
fair value, with unrealized gains and losses, net of tax,
included as a separate component of shareholders’ eq
uity. Realized gains and losses from marketable securi
ties are determined using the specific identification
method. The cost basis of marketable securities was
$6.6 million at June 30, 1996, and $2.3 million at June
30, 1995. The amount of gross realized gains included in
net income in 1996 and 1995 was not material.

Note 5 (In Part): Employee Benefits
Defined Benefit Pension Plan The Company has several non-contributory defined
benefit pension plans providing retirement benefits for
substantially all employees. Benefits under the plans are
primarily based on years of service and employee’s com
pensation prior to retirement. Annual pension plan fund
ing is based on the range of deductible contributions per
mitted by ERISA regulations, taking into account the
Company’s current income tax situation.

In accordance with FASB Statement No. 87, the Com
pany has recorded an additional minimum pension liabil
ity for underfunded plans of $64,008,000 at December
31, 1996 and $74,660,000 at December 31, 1995, repre
senting the excess of unfunded accumulated benefit obli
gations over previously recorded pension cost liabilities.
A corresponding amount is recognized as an intangible
asset except to the extent that these additional liabilities
exceed related unrecognized prior service cost and net
transition obligation, in which case the increase in
liabilities is charged directly to stockholders’ equity. The
principal cause of the reduction in underfunded pension
liability is actual return on plan assets in excess of the
assumed rate of return in 1996. As of Decem
ber 31,1996, $49,543,000 of the excess minimum pen
sion liability resulted in a charge to equity, net of income
taxes, of $30,717,000. As of December 31, 1995, the ex
cess minimum liability was $57,251,000 and the after-tax
charge to equity was $35,495,000.
OUTBOARD MARINE CORPORATION (SEP)
(Dollars in millions)

Minimum Pension Liability Adjustments
LACLEDE STEEL COMPANY (DEC)
(In Thousands of Dollars)

1996

Stockholders’ Equity:
Preferred stock, no par value,
authorized 2,000,000 shares; issued
and outstanding 416,667 shares
$ 83
Common stock, $.01 par value at
December 31,1996 and $13.33 par value
at December 31,1995, authorized
25,000,000 shares at December 31,1996
and 5,000,000 shares at December 31,1995;
issued and outstanding 4,056,140 shares
41
Capital in excess of par
60,138
Accumulated deficit
(12,300)
Minimum pension liability adjustment
(30,717)
Total stockholders’ equity
17,245

1995

$

-

54,081
247
(2,315)
(35,495)
16,518

1996

Shareholders’ Investment
Common stock-90 million shares
authorized at 15 cents par value
with 20.1 million shares outstanding
in 1996 and 20.0 million shares in 1995 $ 3.0
Capital in excess of par value of
common stock
114.1
Accumulated earnings employed
in the business
134.4
Minimum pension liability adjustment
(3.1)
Cumulative translation adjustments
(8.5)
Treasury stock at cost, 0.1 million shares
in 1996 and 0.2 million shares in 1995
(2.3)
Total Shareholders’ Investment

237.6

1995

$ 3.0
112.2
149.7
—

(5.5)
(3.6)
255.8
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 12 (In Part): Retirement Benefit and Incentive
Compensation Programs
The Company and its subsidiaries have retirement bene
fit plans covering a majority of its employees. Worldwide
pension calculations resulted in expense (income) of
$0.3 million, $(0.5) million and $(0.3) million in 1996,
1995 and 1994, respectively.

The provisions of SFAS No. 87, “Employers’ Account
ing for Pensions’’, require the recognition of an additional
minimum liability for each defined benefit plan for which
the accumulated benefit obligation exceeds plan assets.
This amount has been recorded as a long-term liability
with an offsetting intangible asset. Because the asset
recognized may not exceed the amount of unrecognized
prior service cost and transition obligation on an individ
ual plan basis, the balance of $3.1 million is reported as
a separate reduction of shareholders’ investment at Sep
tember 30, 1996.

Total Shareholders’ Equity

235,177

STANDARD MOTOR PRODUCTS, INC. (DEC)
1995

Stockholders’ equity (Note 11):
Common Stock-par value $2.00 per share:
Authorized 30,000,000 shares,
issued 13,324,476 shares in 1996 and
1995 (including 194,175 and 196,650
shares held as treasury shares in 1996
$ 26,649
and 1995, respectively)
2,705
Capital in excess of par value
Loan to Employee Stock Ownership
(3,345)
Plan (ESOP)
764
Minimum pension liability adjustment
200,235
Retained earnings
71
Foreign currency translation adjustment

$ 26,649
2,651

Less: Treasury stock-at cost

227,079
3,739

214,235
3,835

18,068
102,887
93,394
(38,418)

Total stockholders’ equity

223,340

210,400

175,931

11 (In Part): Employee Benefit Plans

1996

Shareholders’ Equity:
Preferred stock, $1 par value per share,
10 million shares authorized,
none issued
$
Common stock, $1 par value per share,
authorized 50,000,000 shares; issued
and outstanding 22,329,793 and
22,330
18,068,076 shares, respectively
Additional paid-in capital
142,656
96,622
Retained earnings
Minimum pension liability adjustment
(26,431)

Guarantees of ESOP Debt

1996

ROHR, INC. (JUL)
(In thousands)

At July 31, 1996, the Company’s additional minimum li
ability for its defined benefit plans was in excess of the
unrecognized prior service costs and net transition obli
gation and was recorded as a reduction of $26.4 million
to shareholders’ equity, net of tax benefits of $17.8 mil
lion, in accordance with SFAS No. 87, “Employers’ Ac
counting for Pensions.’’ At July 31, 1995, the reduction to
sharehoiders’ equity totaled $38.4 million, net of tax
benefit of $25.8 million.

1995

$

-

NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS
Note 9 (In Part): Employee Benefit Plans
a. Pension Plan
The Company has non-contributory pension plans cover
ing substantially all of its employees. Benefits for the
salaried employees’ plan are based on age and years of
service plus interest at specified levels. Benefits under
the retirement plan covering certain union employees are
based on a negotiated amount per year of service. The
Company has made contributions to independent trusts
for the minimum funding requirements of these plans un
der IRS regulations. The Company also has supplemen
tal retirement plans which are generally unfunded.

(Dollars in thousands)

(5,025)
(27)
189,837
150

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

In January 1989, the Company established an Employee
Stock Ownership Plan and Trust for employees who are
not covered by a collective bargaining agreement. The
ESOP authorized the Trust to purchase up to 1,000,000
shares of the Company’s common stock in the open
market. In 1989, the Company entered into an agree
ment with a bank authorizing the Company to borrow up
to $18,000,000 in connection with the ESOP. Under this
agreement, the Company borrowed $16,729,000, pay
able in annual installments through 1998 (see Note 8),
which was loaned on the same terms to the ESOP for
the purchase of common stock. During 1989, the ESOP
made open market purchases of 1,000,000 shares at an
average cost of $16.78 per share. Future company con
tributions pius dividends earned will be used to service
the debt.
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During 1996, 1995 and 1994, 96,800, 97,100 and
96,800 shares were allocated to the employees, leaving
204,900 unallocated shares in the ESOP trust at Decem
ber 31, 1996.
Contributions to the ESOP are based on a predeter
mined formula which is primarily tied into dividends
earned by the ESOP and loan repayments. The provi
sion for expense in connection with the ESOP was ap
proximately $1,406,000 in 1996 $1,334,000 in 1995 and
$1,321,000 in 1994. The expense was calculated by
subtracting dividend and interest income earned by the
ESOP, which amounted to approximately $274,000,
$289,000 and $296,000 for the years ended December
31, 1996, 1995 and 1994, respectively, from the principal
repayment on the outstanding bank loan. Interest costs
amounted to approximately $360,000, $515,000 and
$645,000 for the years ended December 31, 1996, 1995
and 1994, respectively.
At December 31, 1996 and 1995, indebtedness of the
ESOP to the Company in the amounts of $3,345,000
and $5,025,000, respectively, is shown as deductions
from stockholders’ equity in the consolidated balance
sheets. Dividends paid on ESOP shares are recorded as
reductions in retained earnings in the consolidated bal
ance sheets.
BECTON, DICKINSON AND COMPANY (SEP)
Thousands of dollars,
except per share amounts

1996

Shareholders’ Equity
ESOP convertible preferred stock$1 par value; authorized -1,016,949
shares: issued and outstanding897,046 shares in 1996 and 927,338
shares in 1995
$52,927
Common stock - $1 par value;
authorized - 320,000,000 shares;
issued -170,484,080 shares in 1996
and 170,698,092 shares in 1995
170,484
Capital in excess of par value 58,378
32,852
Cumulative currency translation
adjustments
(14,959)
Retained earnings
2,160,279
Unearned ESOP compensation
(32,787)
Common shares in treasury - at cost 46,873,585 shares in 1996 and
40,547,380 shares in 1995
(1,069,139)
Total Shareholders’ Equity

1,325,183

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Thousands ofdollars, exceptper share amounts
Note 2 (In Part): Employee Stock Ownership Plan
(ESOP)/Savings Plan
The Company has an Employee Stock Ownership Plan
(ESOP) as part of its voluntary defined contribution plan
(savings plan) covering most domestic employees. The
ESOP is intended to satisfy all or part of the Company’s
obligation to match 50% of employees’ contributions, up
to a maximum of 3% of each participant’s salary. To ac
complish this, in 1990, the ESOP borrowed $60,000 in a
private debt offering and used the proceeds to buy the
Company’s ESOP convertible preferred stock. Each
share of preferred stock has a guaranteed liquidation
value of $59 per share and is convertible into 3.2 shares
of the Company’s common stock. The preferred stock
pays an annual dividend of $3.835 per share, a portion
of which is used by the ESOP, together with the Com
pany’s contributions, to repay the ESOP debt. Since the
ESOP debt is guaranteed by the Company, it is reflected
on the consolidated balance sheet as short-term and
long-term debt with a related amount shown in the
shareholders’ equity section as unearned ESOP com
pensation.
BETZDEARBORN INC. (DEC)

1995

$54,713

170,698
6,767
1,946,636
(36,941)
(776,340)
1,398,385

(In millions, except share amounts)

1996

1995

$96.4
(90.0)

$97.6
(91.4)

Shareholders’ Equity
Preferred shares, $.10 par value:
authorized 1,000,000 shares;
issued 1996—481,780 shares;
1995—487,903 shares
Guarantee of related ESOP debt
Common shares, $.10 par value:
authorized—90,000,000 shares;
issued 1996—33,637,359 shares:
1995—33,643,981 shares
Capital in excess of par value of shares
Retained earnings
Cost of common shares in treasury:
1996—5,509,124 shares;
1995—5,990,825 shares
Unearned compensation
Foreign currency translation adjustments

3.4
93.8
463.9

3.4
82.6
446.1

(188.0)
(4.2)
10.2

(198.2)
(3.3)
6.2

Total Shareholders’ Equity

385.5

343.0
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7 (In Part): Employee Stock Ownership (ESOP) And
401(k) Plan
In 1989, the Company established an ESOP and a re
lated trust as a long-term benefit for substantially all of its
U.S. employees. This plan supplements the Company’s
employee retirement plan. Under this plan, the Company
sold 500,000 shares of a new Series A ESOP Convert
ible Preferred Stock to the trust for $100 million. This se
ries of preferred stock has one vote per share with cumu
lative dividends at a rate of 8% and is stated at the
aggregate liquidation preference on the balance sheet.
The Company arranged for and guaranteed a loan of
$100 million (see note 5) to the trust for the purchase of
the preferred stock. Proceeds of the loan were primarily
used for the purchase of common treasury stock to be
used for future conversion and redemption of the pre
ferred stock, which is presently convertible into
2,702,588 shares of common stock. The loan and guar
antee are recorded in the Company’s consolidated bal
ance sheets as long-term debt and a reduction in share
holders’ equity.
MEDTRONIC, INC. (APR)
1996

1995

Shareholders’ Equity:
Preferred stock—par value $1.00;
2,500,000 shares authorized,
none outstanding
Common stock—par value $.10;
800,000,000 shares authorized,
234,317,826 and 231,018,850 shares
$ 23,432
issued and outstanding
Retained earnings
1,797,220
Cumulative translation adjustments
(2,675)

$ 23,102
1,318,043
23,848

1,817,977

1,364,993

(28,672)

(29,980)

1,789,305

1,335,013

(In thousands of dollars)

Receivable from Employee Stock
Ownership Plan
Total Shareholders’ Equity

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS\
(in thousands of dollars)
Note 6— Employee Stock Ownership Plan
The company has an Employee Stock Ownership Plan
(ESOP) for eligible U.S. employees. In December 1989,
the ESOP borrowed $40,000 from the company and
used the proceeds to purchase 4,733,232 shares of the
company’s common stock. The company makes annual

contributions to the plan which are used, in part, by the
ESOP to make loan and interest payments. Expenses
related to the ESOP are based on debt service require
ments less any dividends received by the ESOP on the
company’s common stock. This amount is further ad
justed by any additional company contribution necessary
to meet an annual targeted benefit level. Compensation
and interest expense recognized were as follows:
Year ended April 30,
Interest expense
Dividends paid
Net interest expense
Compensation expense
Total expense

1996

1995

1994

$2,698
1,310

$2,907
992

$3,020
811

1,388
1,316

1,915
2,327

2,209
3,588

$2,704

$4,242

$5,797

Shares of common stock acquired by the plan are allo
cated to each employee in amounts based on company
performance and the employee’s annual compensation.
At April 30,1996 and 1995, allocated shares were
1,910,422 and 1,405,084, respectively, shares commit
ted-to-be released were 234,473 and 305,420, respec
tively, and unallocated shares were 3,128,693 and
3,434,113, respectively. Unallocated shares are released
based on the ratio of current debt service to total remain
ing principle and interest. The loan from the company to
the ESOP is repayable over 20 years, ending on April
30, 2010. Interest is payable annually at a rate of 9.0%.
The receivable from the ESOP is recorded as a reduc
tion of the company’s shareholders’ equity and allocated
and unallocated shares of the ESOP are treated as out
standing common stock in the computation of earnings
per share.

Employee Benefit Trusts
THE BOEING COMPANY (DEC)
1996

1995

Shareholders’ equity:
Common shares, par value $5.00 600,000,000 shares authorized;
Shares issued—360,437,668 and
349,256,792
Additional paid-in capital
Treasury shares, at cost-15,220
and 5,304,135
Retained earnings
ShareValue Trust-13,059,851 shares

$1,802
1,951

$1,746
615

(1)
8,447
(1,258)

(209)
7,746

Total shareholders’ equity

10,941

9,898

(Dollars in millions except per share data)
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(Dollars in millions exceptper share data)
Note 13. ShareValue Trust
In July 1996, the Company established a self-sufficient
irrevocable 12-year trust, “ShareValue Trust,” designed
to allow substantially all employees to share in the re
sults of increasing shareholder value over the long term.
The Trust acquired 13.016 million shares of the Com
pany’s common stock, equivalent to $1,150 of market
value based upon a stock price of $88 /8, which was the
average price per share on June 28, 1996, plus 44 thou
sand shares acquired from reinvested dividends. Shares
of common stock held by the Trust are legally outstand
ing and entitled to receive dividends. Dividends received
by the Trust are reinvested in additional shares of com
mon stock. If the term of the Trust is not extended be
yond the initial irrevocable 12-year period, any residual
investment balance will revert to the Company.
Two investment periods began on July 1, 1996. One
period has a duration of two years and the other has a
duration of four years. Each period was allocated a fund
of one-half of the total shares. Distributions from the
ShareValue Trust to employees in the form of common
stock will be made to the extent the market value of that
ShareValue Trust fund has increased above a pre-de
fined threshold amount of 3% per annum at the end of
each investment period. The ShareValue Trust bears its
own nominal administrative costs paid out of the Trust
assets. At the end of each investment period, a new,
four-year investment period will begin, resulting in over
lapping periods, with potential distributions every two
years. The Trust fund market value after distribution will
be the basis for determining the distributable market
value appreciation over the threshold for each succeed
ing investment period.
Although the obligation to make these distributions is
solely that of the Trust and no assets of the Company
will be required in the future to satisfy the Trust distribu
tions, the change in Trust appreciation above the thresh
old amounts for the respective investment periods is
charged or credited to earnings based on the Trust valu
ation as of the end of the reporting period. ShareValue
Trust charges and credits reflected in earnings will not
impact the Company’s current or future cash flow. As of
December 3 1 , 1996, the increased value of the funds ex
ceeded the thresholds by $133.
The shares held by the ShareValue Trust, recorded in
the contra equity account “ShareValue Trust,” are legally
outstanding for registration purposes and dividend pay
ments. The ShareValue Trust is adjusted to market value
at each reporting period, with an offsetting adjustment to
additional paid-in capital.

PHILLIPS PETROLEUM COMPANY (DEC)
Millions of Dollars

1996

Common Stockholders’ Equity
Common stock—500,000,000 shares
authorized at $1.25 par value
Issued (306,380,511 shares)
$ 383
Par value
Capital in excess of par
1,999
Treasury stock (at cost: 1996—
13,878,480 shares: 1995—
(757)
15,047,246 shares)
Compensation and Benefits Trust (CBT)
(at cost: 1996 and 1995—
(989)
29,200,000 shares)
54
Foreign currency translation adjustments
Unearned employee compensation—
Long-Term Stock Savings Plan (LTSSP)
(378)
3,939
Retained earnings
Total Common Stockholders’ Equity

4,251

1995

$ 383
1,966
(827)
(989)
39
(414)
3,030
3,188

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 13 (In Part): Employee Benefit Plans
Compensation and Benefits Trust
In 1995, the company established the CBT, an irrevoca
ble grantor trust, administered by an independent trustee
and designed to acquire, hold and distribute shares of
the company’s common stock to fund certain future com
pensation and benefit obligations of the company. The
CBT does not increase or alter the amount of benefits or
compensation that will be paid under existing plans, but
offers the company enhanced financial flexibility in pro
viding the funding requirements of those plans. Phillips
also has flexibility in determining the timing of distribu
tions of shares from the CBT to fund compensation and
benefits, subject to a minimum distribution schedule. The
trustee votes shares held by the CBT in accordance with
voting directions from eligible employees, as specified in
a trust agreement with the trustee.
The company sold 29.2 million shares of previously
unissued Phillips common stock, $1.25 par value, to the
CBT in exchange for cash previously contributed to the
CBT by Phillips in the amount of $37 million and a prom
issory note from the CBT to Phillips of $952 million. The
CBT is consolidated by Phillips, therefore the cash con
tribution and promissory note are eliminated in consoli
dation. Shares held by the CBT are valued at cost and
do not affect earnings per share or total common stock
holders’ equity until after they are transferred out of the
CBT. All shares are required to be transferred out of the
CBT by January 1 , 2021.
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SAVANNAH FOODS & INDUSTRIES, INC. (SEP)

RALSTON PURINA COMPANY (SEP)
(Dollars in millions except per share data)

1996

Shareholders Equity
Preferred stock, $1 par value,
none outstanding
Common Stock— $.10 par value,
issued 114,688,225 and 114,687,476
shares in 1996 and 1995, respectively $
11.5
Capital in excess of par value
217.3
Retained earnings
1,302.9
Cumulative translation adjustm ent
(66.6)
Common stock in treasury, at cost.
8,739,872 and 8,831,457 shares in
1996 and 1995, respectively
(482.3)
Unearned portion of restricted stock
(4.2)
Value of 4,228,314 and 4,135,314 shares
of Common Stock held in G rantor Trust
in 1996 and 1995, respectively
(289.6)
Total Shareholders Equity

689.0

1995

$

11.5
169.6
1,089.7
(50.3)

(481.7)
(5.3)

(In thousands except for shares
and per share amounts)
Stockholders’ equity (Note 7):
Common stock $.25 par value;
$.55 stated value; 64,000,000 shares
authorized; 31,306,800 shares issued
Capital in excess of stated value
Retained earnings
Treasury stock, at cost (2,568,604 shares
in 1996 and 5,068,604 shares in 1995)
M inim um pension liability adjustm ent
Stock held by benefit trust, at market
(2,500,000 shares in 1996)
Other
Total stockholders’ equity

1996

1995

$ 1 7 ,3 6 5
31,764
193,524

$ 1 7 ,3 6 5
12,190
190,176

(15,849)
(14,038)

(31,275)
(14,842)

(35,000)
(4,039)

—
(3,965)

173,727

169,649

(239.3)
494.2

NOTES TO FINANCIAL STATEMENTS
(Dollars in millions exceptper share data)
Grantor Trust
On September 15, 1994, the Company established the
Ralston Purina Company Grantor Trust (the Trust) to
provide a source of funds to assist the Company in meet
ing its obligations under various employee benefit plans
and programs. The Trust supports certain employee
benefit plans and does not change those plans or the
amounts of stock expected to be issued for those plans.
However, payment of certain benefits would be acceler
ated if minimum funding requirements of the Trust are
not met.
Among the assets used to initially fund the Trust were
4,033,347 shares of RAL Stock having a fair market
value on the date of transfer of $169.4. The RAL Stock
transferred to the Trust was issued out of treasury.
For financial reporting purposes, the Trust is consoli
dated with the Company. The fair market value of the
shares held by the Trust is shown a reduction to share
holders equity in the Company’s consolidated balance
sheet. Any dividend transactions between the Company
and the Trust are eliminated, and the difference between
the fair value of the shares on the date of contribution to
the Trust, plus the fair value of shares on the date of pur
chase by the Trust, and the fair value of the shares at
September 30 is included in consolidated additional paidin capital. RAL Stock held in the Trust is not considered
outstanding in the computation of earnings per share.
The Trust held 4,228,314 and 4,135,314 shares of RAL
Stock at a fair market value of $289.6 and $239.3 at
September 30, 1996 and 1995, respectively.
The Trustee is responsible for voting the shares of
RAL Stock held in the Trust.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 7 (In Part): Stockholders’ Equity
During fiscal 1996, the Company established a Benefit
Trust (the “Trust”) with 2,500,000 shares of treasury
stock. The Trust will enhance the Company’s financial
flexibility to provide funds to satisfy its obligations under
various employee benefit plans and agreements. The
shares may be sold at the Company’s discretion, until
March 31, 2011. However, the shares do not have to be
sold. Proceeds from the sales, if any, will be used to fund
eligible employee benefits. The employee benefits pay
able from the Trust are primarily included in the
$78,834,000 “Deferred employee benefits” liability.
Shares held by the Trust are not considered outstanding
for earnings per share calculations until they are sold,
but are considered outstanding for shareholder voting
purposes. The shares are voted based upon the voting
results of the shares held in the Company’s Employee
Stock Ownership Plan.
To record this transaction, the Company reduced
“Treasury stock” by the average cost of these shares to
the Company, or $15,426,000, and the fair market value
of the stock was recorded as “Stock held by benefit
trust”. “Capital in excess of stated value” was increased
for the difference of $11,449,000 between the cost of the
shares and their fair value. Each quarter, “Stock held by
benefit trust” is adjusted to the fair market value of the
shares held in the Trust, and an adjustment for the same
amount is made to “Capital in excess of stated value”. At
September 29, 1996, the market value of the stock was
$14.00 per share. Total stockholders’ equity will increase
as the shares are sold from the Trust.

Other Accounts Shown In Stockholders’ Equity Section

Receivables From Sale Of Stock

Stock Purchase Rights

TULTEX CORPORATION (DEC)

CABOT CORPORATION (SEP)

(In thousands of dollars except share data)

1996

1995

Stockholders’ equity (Note 15):
5% cumulative preferred stock, $100 par
value; authorized-22,000 shares,
issued and outstanding-1,975 shares
(1996 and 1995)
$ 198
Series B, $7.50 cumulative convertible
preferred stock; authorized, issued and
outstanding-150,000 shares
(1996 and 1995)
15,000
Common stock, $1 par value;
authorized-60,000,000 shares, issued
and outstanding-29,333,571 shares
(1996) and 29,824,371 shares (1995)
29,334
Capital in excess of par value
3,416
Retained earnings
155,663

29,824
5,347
140,099

Less notes receivable from stockholders

203,611
683

190,468
1,411

Total stockholders’ equity

202,928

189,057
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I (In Part): Stockholders’ Equity

$ 198

15,000

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 15—Stock Purchase Plan
In February 1994, the company initiated the Salaried
Employees’ Stock Purchase Plan. Under the plan, em
ployees could elect to purchase shares of the company’s
common stock in amounts ranging from 20-30% of their
annual salary. Employees pay for the stock through pay
roll deductions over a 60-month period. Interest at 6%
per annum will be charged until the stock is fully paid
and the shares are held by the company until that time.
Under the plan, 753,667 shares were issued at a price of
$5.50. Of the $4,144,000 loans recorded for the shares,
$3,461,000 has been collected, leaving an outstanding
balance at December 28, 1996 of $683,000. Interest in
come realized in 1996, 1995 and 1994 on the loans was
$64,000, $138,000 and $188,000, respectively. In Janu
ary 1995, the directors of the company approved an
amendment to the plan that allows an employee options
for early payment of the loan.

In November 1995, the Company declared a dividend of
one Preferred Stock Purchase Right (Right) for each out
standing share of Cabot common stock. The Rights are
not presently exercisable. Each Right entitles the holder,
upon the occurrence of certain specified events, to pur
chase from Cabot one one-hundredth of a share of Se
ries A Junior Participating Preferred Stock at a purchase
price of $200 per share. The Rights further provide that
each Right will entitle the holder, upon the occurrence of
certain other specified events, to purchase from Cabot,
common stock having a value of twice the exercise price
of the Right and, upon the occurrence of certain other
specified events, to purchase from another person into
which Cabot was merged or which acquired 50% or
more of Cabot’s asset or earnings power, common stock
of such other person having a value of twice the exercise
price of the Right. The Rights may be generally re
deemed by Cabot at a price of $0.01 per Right. The
Rights expire on November 10, 2005.
The Company redeemed the rights issued under the
1986 shareholder rights plan for a redemption payment
equal to $.05 per share, to shareholders of record on No
vember 24, 1995.
COHERENT, INC. (SEP)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 9. Stockholders’ Equity
Each outstanding share of the Company’s common
stock carries a stock purchase right (right) issued pursu
ant to a dividend distribution declared by the Company’s
Board of Directors and distributed to stockholders of re
cord on November 17, 1989. When exercisable, each
right entitles the stockholder to buy one share of the
Company’s common stock at an exercise price of $80.
The rights will become exercisable following the tenth
day after a person or group announces acquisition of
20% or more of the Company’s common stock or an
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nounces commencement of a tender offer, the consum
mation of which would result in ownership by the person
or group of 30% or more of the common stock. The
Company will be entitled to redeem the rights at $.01 per
right at any time on or before the 10th day following the
acquisition by a person or group of 20% or more of the
Company’s common stock.
If, prior to redemption of the rights, the Company is ac
quired in a merger or other business combination in
which the Company is the surviving corporation, or a per
son or group acquires 30% or more of the Company’s
common stock, each right owned by a holder of less than
20% of the common stock will entitle its owner to pur
chase, at the right’s then current exercise price, a num
ber of shares of common stock of the Company having a
fair market value equal to twice the right’s exercise price.
If the Company sells more than 50% of its assets or
earning power or is acquired in a merger or other busi
ness combination in which it is not the surviving corpora
tion, the acquiring person must assume the obligations
under the rights and the rights will become exercisable to
acquire common stock of the acquiring person at the dis
counted price.
THE WALT DISNEY COMPANY (SEP)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 8 (In Part): Stockholders’ Equity
In November 1995, the Company adopted a stockhold
ers’ rights plan on substantially the same terms originally
adopted by the Company in 1989. The plan becomes op
erative in certain events involving the acquisition of 25%
or more of the Company’s common stock by any person
or group in a transaction not approved by the Company’s
Board of Directors. Upon the occurrence of such an
event, each right, unless redeemed by the Board, entitles
its holder to purchase for $350 an amount of common
stock of the Company, or in certain circumstances the
acquirer, having a market value of twice the purchase
price. In connection with the rights plan, 7 million shares
of preferred stock were reserved. In connection with the
acquisition of ABC, the Company’s former stockholders’
rights plan was canceled.
DONALDSON COMPANY, INC. (JUL)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note I: Shareholders’ Equity
On January 12, 1996, the Board of Directors of the com
pany approved the extension of the benefits afforded by
the company’s existing rights plan by adopting a new
shareholder rights plan. The new plan, like the existing
plan, is intended to promote continuity and stability, deter
coercive or partial offers which will not provide fair value
to all shareholders and enhance the Board’s ability to
represent all shareholders and thereby maximize share
holder value.

Pursuant to the new Rights Agreement, dated as of
January 12, 1996, by and between the company and
Norwest Bank Minnesota, National Association, as
Rights Agent, one Right was issued on March 4 , 1996 for
each outstanding share of Common Stock, par value
$5.00 per share, of the company upon the expiration of
the company’s existing rights. Each of the new Rights
will entitle the registered holder to purchase from the
company one one-thousandth of a share of Series A
Junior Participating Preferred Stock, without par value, at
a price of $130.00 per one one-thousandth of a share.
The Rights, however, will not become exercisable unless
and until, among other things, any person acquires 15
percent or more of the outstanding Common Stock of the
company. If a person acquires 15 percent or more of the
outstanding Common Stock of the company (subject to
certain conditions and exceptions more fully described in
the Rights Agreement), each Right will entitle the holder
(other than the person who acquired 15 percent or more
of the outstanding Common Stock) to purchase Common
Stock of the company having a market value equal to
twice the exercise price of a Right. The new Rights are
redeemable under certain circumstances at $.01 per
Right and will expire, unless earlier redeemed, on March
3, 2006.
THE EASTERN COMPANY (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
6. Stock Rights
At December 28, 1996 there were 2,716,214 stock rights
outstanding. Each right may be exercised to purchase
one share of the Company’s Common Stock at an exer
cise price of $35, subject to adjustment to prevent dilu
tion. The rights generally become exercisable ten days
after an individual or group acquires 10% of the Com
pany’s outstanding common shares or after commence
ment or announcement of an offer for 10% or more of the
Company’s Common Stock. The stock rights, which do
not have voting privileges, expire on October 15, 2001,
and may be redeemed by the Company at a price of $.01
per right at any time prior to their expiration or the acqui
sition of 10% of the Company’s Common Stock. In the
event that the Company were acquired in a merger or
other business combination transaction, provision shall
be made so that each holder of a right shall have the
right to receive, upon exercise thereof at the then current
exercise price, that number of shares of common stock
of the surviving company which at the time of such trans
action would have a market value of two times the exer
cise price of the right.

Other Accounts Shown In Stockholders’ Equity Section

GENCORP INC. (NOV)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note N-Preferred Share Purchase Rights
During January 1997, the Board of Directors extended
for ten additional years GenCorp’s Shareholder Rights
Plan, as amended (Plan). When the Plan was originally
adopted in 1987, the Directors declared a dividend of
one Preferred Share Purchase Right (Right) on each out
standing share of common stock, payable to sharehold
ers of record on February 27, 1987. Rights outstanding
at November 30, 1996 and 1995 were 33,479,647 and
33,402,449, respectively. The Plan, as amended effec
tive December 1987 and extended in January 1997, pro
vides that under certain circumstances each Right will
entitle shareholders to buy one one-hundredth of a share
of a new Series A Cumulative Preference Stock at an ex
ercise price of $100. The Rights will be exercisable only
if a person or group acquires 20 percent or more of Gen
Corp’s common stock or announces a tender or ex
change offer that will result in such person or group ac
quiring 30 percent or more of the common stock.
GenCorp will be entitled to redeem the Rights at two
cents per Right at any time until ten days after a 20 per
cent position has been acquired (unless the Board elects
to extend such time period, which in no event may ex
ceed thirty days). If the Company is involved in certain
transactions after the Rights become exercisable, a
holder of Rights (other than Rights beneficially owned by
a shareholder who has acquired 20 percent or more of
GenCorp’s common stock, which Rights become void) is
entitled to buy a number of the acquiring company’s
common shares, or GenCorp’s common stock, as the
case may be, having a market value of twice the exer
cise price of each Right. A potential dilutive effect may
exist upon the exercise of the Rights. The Rights under
the extended Plan will expire February 18, 2007. Until a
Right is exercised, the holder will have no rights as a
stockholder of the Company including, without limitation,
the right to vote as a stockholder or to receive dividends.
At November 30, 1996, 575,000 shares of $1 par
value Series A Cumulative Preference Stock were re
served for issuance upon exercise of Preferred Share
Purchase Rights.
PRAXAIR, INC. (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 7 (In Part): Shareholders’ Equity
The Board of Directors of Praxair declared a dividend
distribution of one common stock purchase right (a
“Right”) for each share of Praxair’s Common Stock out
standing at the close of business on June 30, 1992. The
holders of any additional shares of Praxair’s common
stock issued after June 30, 1992 and before the redemp
tion or expiration of the Rights are also entitled to one
Right for each such additional share. Each Right entitles
the registered holders, under certain circumstances, to
purchase from Praxair one share of Praxair’s common
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stock at $47.33 (subject to adjustment). At no time will
the Rights have any voting power.
The Rights may not be exercised until 10 days after a
person or group acquires 15 percent or more of Praxair’s
common stock, or announces a tender offer that, if con
summated, would result in 15 percent or more ownership
of Praxair’s common stock. Separate Rights certificates
will not be issued and the Rights will not be traded sepa
rately from the stock until then.
Should an acquirer become the beneficial owner of 15
percent or more of Praxair’s common stock (other than
as approved by Praxair’s Board of Directors) and under
certain additional circumstances, Praxair Rightholders
(other than the acquirer) would have the right to buy
common stock in Praxair, or in the surviving enterprise if
Praxair is acquired, having a value of two times the exer
cise price then in effect. Also, Praxair’s Board of Direc
tors may exchange the Rights (other than the acquirer’s
Rights which will have become void), in whole or in part,
at an exchange ratio of one share of Praxair common
stock (and/or other securities, cash or other assets hav
ing equal value) per Right (subject to adjustment).
The Rights will expire on June 30, 2002, unless ex
changed or redeemed prior to that date. The redemption
price is $.001 per Right. Praxair’s Board of Directors may
redeem the Rights by a majority vote at any time prior to
the 20th day following public announcement that a per
son or group has acquired 15 percent of Praxair’s com
mon stock. Under certain circumstances, the decision to
redeem requires the concurrence of a majority of the in
dependent directors.
UNIVERSAL FOODS CORPORATION (SEP)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
6 (In Part): Shareholders’ Equity
In 1988, the Board of Directors adopted a common stock
shareholder rights plan (“Right”) which entitles each
shareholder of record to receive a dividend distribution of
common stock upon the occurrence of certain events.
The Right becomes exercisable and tradeable ten days
after a person or group acquires 20% or more, or makes
an offer to acquire 20% or more, of the Company’s out
standing common stock. When exercisable, each Right
entitles the holder to purchase $100 worth of Company
common stock for $50. Further, upon the occurrence of a
merger or transfer of more than 50% of the Company’s
assets, the Right entitles the holder to purchase common
stock of the Company or common stock of an “acquiring
company” having a market value equivalent to two times
the exercise price of the Right. At no time does the Right
have any voting power. The Right is subject to redemp
tion by the Company’s Board of Directors for $.01 per
Right at any time prior to the date which a person or
group acquires beneficial ownership of 20% or more of
the Company’s common stock or subsequent thereto at
the option of the Board of Directors. The Rights expire
on September 8, 1998.
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Stock Purchase Warrants
THE FAIRCHILD CORPORATION (JUN)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(In thousands, exceptper share data)
16 (In Part): Stock Options And Warrants
Stock Warrants
On November 9, 1995, the Company issued warrants to
purchase 500,000 shares of Class A Common Stock, at
$9.00 per share, to Peregrine Direct Investments Limited
(“Peregrine”), in exchange for a standby commitment it
received on November 8, 1995, from Peregrine to pur
chase (i) $75,000 principal amount of senior secured
notes to be issued by a wholly-owned subsidiary of the
Company, and (ii) warrants to purchase 5,000,000
shares of Class A Common Stock at $7.50 per share.
The Company elected not to exercise its rights under the
Peregrine commitment. The warrants are immediately
exercisable and will expire five years from the date of is
suance.
On February 21, 1996, the Company issued warrants
to purchase 25,000 shares at Class A Common Stock, at
$9.00 per share, to a non-employee for service provided
in connection with the Company’s various dealings with
Peregrine. The warrants issued are immediately exercis
able and will expire at the same time the Peregrine war
rants expire.
The Company has recorded non-recurring expenses of
$1,148 for the estimated fair market value at grant date
of the stock warrants issued in 1996. The warrants is
sued in 1996 were outstanding at June 30, 1996.
At June 30, 1996, the Company also had outstanding,
warrants to purchase 375,000 shares of the Company’s
common stock for $7.67 per share. The warrants can be
used to purchase either Class A or B common stock and
will expire on March 13, 1997.

RYMER FOODS INC. (OCT)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
10 (In Part): Stock Options and Warrants
In October 1995, the Company engaged the financial ad
visory and turnaround firm of Kirkland Messina, Inc. (KM)
to assist the Company in developing a plan to return the
Company to profitability. As part of KM’s compensation,
the Company issued KM 500,000 warrants to purchase
common stock of the Company at an exercise price in
cash of $1.675 per share. The warrants issued to KM
expire October 1, 1998.
On November 8, 1995, the Company announced that it
had hired P.E. (Ed) Schenk as its President and Chief
Executive Officer. As part of Mr. Schenk’s compensation,
he was issued 750,000 warrants to purchase common
stock of the Company at an exercise price of $1.00 per
share. The warrants issued to Mr. Schenk expire
November 8, 1998.
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Section 3: Income Statement

INCOME STATEMENT TITLE
Table 3-1 summarizes the key word terms used in state
ment of income titles. Many of the survey companies
used the term operations when one or more of the three
years presented in a statement of income showed a net
loss.

Occasionally the survey companies disclose reclassifi
cations of income statement amounts. Examples of such
reclassifications follow.
TABLE 3-2: INCOME STATEMENT FORMAT
1996

1995

1994

1993

185

187

192

195

3

2

5

4

206

223

217

223

206

188

186

178

600

600

600

600

Single-step Form
TABLE 3-1: INCOME STATEMENT TITLE
In c o m e ...................................
O p e ra tio n s ............................
E a rn in g s .................................
O ther........................................

..............
..............
..............
..............

Total Companies........... ........

1996

1995

1994

1993

308
162
125
5

298
167
127

291
180
117

8

12

280
189
116
15

600

600

600

600

Federal income tax shown as
separate last it e m ............................
Federal income tax listed among
operating ite m s.................................

Multi-step Form
Costs and expenses deducted from
sales to show operating in co m e . .
Costs deducted fro m sales to
show gross m a rg in ..........................

Total Companies.....................

INCOME STATEMENT FORMAT
Either a single-step form or a multi-step form is accept
able for preparing a statement of income. Table 3-2
shows that the survey companies presented a multi-step
income statement more frequently than a single-step in
come statement.
Effective for fiscal years beginning after December 15,
1997, Statement of Financial Accounting Standards No.
130 requires that comprehensive income and its compo
nents, as defined in the Statement, be reported in a fi
nancial statement. SFAS No. 130 does not require that
comprehensive income and its components be reported
in an income statement. Acceptable formats for reporting
comprehensive income and its components are illus
trated in SFAS No. 130. Income statement reporting is
an acceptable format.

Reclassifications
AMERICAN BRANDS, INC. (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Significant Accounting Policies (In Part)
Basis of Presentation
The consolidated financial statements include the
accounts of the Company and all majority-owned
subsidiaries.
The Company is presenting its consolidated statement
of income in a “single-step” format and, accordingly, cer
tain reclassifications of prior year amounts have been
made to conform to this presentation.
The consolidated financial statements are prepared in
conformity with generally accepted accounting principles,
which require management to make estimates and as
sumptions that affect the reported amounts of assets, li
abilities, sales and expenses for the reporting periods.
Actual results for future periods could differ from those
estimates.
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AMERICAN STORES COMPANY (JAN)

CROWN CENTRAL PETROLEUM CORPORATION
(DEC)

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Significant Accounting Policies (In Part)
Advertising Expense
Beginning in the first quarter of 1996, the Company, in
connection with its consolidation efforts, classified adver
tising expense as a cost of merchandise sold. Previously
these expenses were classified as operating and admin
istrative expenses. Prior years have been reclassified to
conform to the current year presentation.
The Company expenses advertising costs when the
advertisement occurs. Total advertising expense
amounted to $133.2 million, $168.3 million and $167.2
million in 1996, 1995 and 1994, respectively. Capitalized
advertising costs are immaterial for the periods pre
sented.
BROWN & SHARPE MANUFACTURING
COMPANY (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(dollars in thousands)
1 (In Part): Significant Accounting Policies
Reclassifications
Prior to 1996, agents’ commissions were netted against
net sales. Effective January 1, 1996, the Company
elected to classify agents’ commissions as selling, gen
eral and administrative expense. As a result, net sales
and selling, general and administrative expense have
been reclassified for prior periods. The effect of such re
classification was to increase net sales and selling, gen
eral and administrative expense by $7,685 and $4,809
for the years ended December 31, 1995 and 1994, re
spectively. Also effective January 1, 1996, miscellaneous
income was reclassified from net sales to other income.
The effect of this reclassification was to decrease net
sales and increase other income by $553 and $440 for
the years ended December 31, 1995 and 1994, respec
tively. Research and development expenses, which had
previously been included in cost of sales, are now pre
sented separately on the Consolidated Statement of Op
erations. Certain other amounts reported in 1994 and
1995 have been reclassified to conform with the 1996
presentation.

Note A (In Part): Description of Business and Summary
of Accounting Policies
Reclassifications - To conform to the 1996 presentation,
Sales and operating revenues and Costs and operating
expenses for 1995 and 1994 have been adjusted to ex
clude all federal and state excise taxes. As a result,
Sales and operating revenues and Costs and operating
expenses decreased $413,290,000 in 1995 and
$380,610,000 in 1994, respectively. This adjustment had
no effect on net (loss) for either period.
LADD FURNITURE INC. (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 1 (In Part): Summary of Significant Accounting
Policies
Transportation Operations
The Company operates trucking fleets for its casegoods
and upholstery operations for the delivery of products to
customers and inbound raw materials. Beginning in the
fourth quarter of 1996, the Company began accounting
for the revenues and direct operating expenses of the
transportation operations as other income (net). Accord
ingly, revenues and direct operating expenses of
$14,288,000 and $12,950,000, respectively, previously
accounted for as net sales and cost of sales, were re
classified in 1996. All transportation revenues and direct
operating expenses have similarly been reclassified for
all prior periods included in the consolidated financial
statements.
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Revenues And Gains

TABLE 3-4: GAINS

REVENUES AND GAINS
Paragraphs 78 and 82 of FASB Statement of Financial
Accounting Concepts No. 6 define revenues and gains.
78. Revenues are inflows or other enhancements of
assets of an entity or settlements of its liabilities (or
a combination of both) from delivering or producing
goods, rendering services, or other activities that
constitute the entity’s ongoing major or central op
erations.
82. Gains are increases in equity (net assets) from
peripheral or incidental transactions of an entity and
from all other transactions and other events and cir
cumstances affecting the entity except those that re
sult from revenues or investments by owners.
Table 3-3 summarizes the descriptive income state
ment captions used by the survey companies to describe
revenue. Gains most frequently disclosed by the survey
companies are listed in Table 3-4. Excluded from Table
3-4 are segment disposals, gains shown after the cap
tion for income taxes (Table 3-16), and extraordinary
gains (Table 3-17).
Examples of revenues and gains follow

Number of Companies
1996 1995 1994 1993
Interest...................................................
Sale of assets........................................
Equity in earnings of in v e s te e s ___
D ivide nd s...............................................
Foreign currency tra n s a c tio n s .........
R o y a ltie s ...............................................
Rentals...................................................
Public offering of
subsidiary’s s to c k ............................
Liability accrual
reduced...............................................
Litigation settlem ents..........................

1996

1995

1994

1993

342

339

346

354

13

11

Net Sales
Net Sales.................................................
Net sales and operating
re v e n u e s ............................................
Net sales com bined w ith
other it e m s ........................................

4

4

88
22

86
24

9

11
9

6

Sales
Sales........................................................
Sales and operating revenues............
Sales com bined w ith
other it e m s ........................................

7

14

81
28
14

73
25

Revenues
Net sales
Service and rentals
Finance income

Costs and Expenses
Cost of goods sold
Service and rental costs
Finance interest expense
Selling and adm inistrative
Loss fro m unconsolidated
affiliate

Operating Income

R e ve n u e .................................................
Gross sales, billings,
shipm ents, etc....................................

114

114

111

101

10

8

5

12

Total Companies.....................

600

600

600

600

331
121
92
89
38
27
10

334
104
80
90
48
32
9

13

6

12

10

12
8

17
10

10
10

—
17

ALGO STANDARD CORPORATION (SEP)

15

Other Captions

324
139
108
80
50
24
10

REVENUES

(in thousands)

TABLE 3-3: REVENUE CAPTION TITLE

331
126
93
71
41
26
13

1996

1995

1994

$2,381,151 $ 1 ,8 0 7 ,4 0 8 $1 ,397 ,2 71
1,560,915
927,065
1,191,175
157,707
66,731
93,019
4,099,773

3,091,602

2,391,067

1,552,183
794,686
68,043
1,374,805

1,189,533
603,664
40,216
1,046,005

905,933
457,983
27,978
822,586

3,789,717

2,879,418

2,331,638

310,056

212,184

59,429

117,158

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
1 (In Part): Significant Accounting Policies
Revenue Recognition
Revenues are recorded at the time of shipment of prod
ucts or performance of services. Revenues from service
contracts are recognized in earnings over the terms of
the contract. The present values of payments due under
sales-type lease contracts are recorded as revenues and
cost of goods sold is charged with the book value of the
equipment at the time of shipment. Future interest in
come is deferred and recognized over the related lease
term.
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HANDY & HARMAN (DEC)

CENTEX CORPORATION (MAR)
(Dollars in thousands)

1996

1995

Home Building
$ 1 ,9 8 9 ,9 2 9 $ 2 ,1 1 0 ,7 3 5 $ 1 ,8 6 9 ,7 5 4
Financial Services
129,546
106,841
203,393
Contracting and Construction
983,512
966,562
Services
1,059,928
3,102,987
Costs and Expenses
Home Building
Financial Services
Services
Other, net
Equity in Earnings of Affiliate
(CXP)
Corporate General and
Adm inistrative
Interest

Earnings Before Gain on
CXP’s Initial Public Offering
and Income Taxes

3,277,504

3,039,709

1,883,234
112,391

1,998,586
97,442

1,773,777
129,843

988,507
866

1,061,718
1,608

971,062
1,799

(25,628)

(16,577)

(16,626)

14,969
40,862

15,253
33,014

15,158
29,683

3,015,201

3,191,044

2,904,696

87,786

86,460

135,013

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
A (In Part): Significant Accounting Policies
Revenue Recognition
Revenue from housing projects is recognized as homes
are sold and title passes. Earnings from sale of mortgage
servicing rights and from loan origination fees are recog
nized when the related loan is sold and delivered to thirdparty purchasers.
Long-term construction contract revenues are recog
nized on the percentage-of-completion method based on
the costs incurred relative to total estimated costs. Full
provision is made for any anticipated losses. Billings for
long-term construction contracts are rendered monthly,
including the amount of retainage withheld by the cus
tomer until contract completion. As a general contractor,
the company withholds similar retainages from each sub
contractor. Retainages of $69 million included in con
struction contracts receivable and $63 million included in
accounts payable at March 31, 1996 are generally re
ceivable and payable within one year.
Claims are recognized as revenue only after manage
ment is confident of collection or when agreement has
been reached with the customer.
Notes receivable at March 31, 1996 are collectible pri
marily over four years, with $2.6 million being due within
one year. The weighted average interest rate at March
31, 1996 was 8.3%.

1995

1996

1994
Sales
Cost of sales
Gross p ro fit
Selling, general, and
adm inistrative
expenses
Restructuring charge

1994

$ 4 0 7 ,1 0 7 ,0 0 0 $ 4 2 7 ,1 8 8 ,0 0 0 $ 4 0 8 ,9 6 8 ,0 0 0
293,572,000
348,737,000
340,664,000
113,535,000

78,451,000

68,304,000

44,504,000
—

45,524,000
5,342,000

43,351,000

69,031,000

27,585,000

24,953,000

Income from
operations

—

SUMMARY OF SIGNIFICANTACCOUNTING POLICIES
F — Sales
A high percentage of the sales prices for the Company’s
precious metals products is the value of the precious
metals content. Changes in the unit sales price of such
precious metals result in corresponding changes in sales
and cost of sales. The Company includes in both sales
and cost of sales the precious metal value of sales of
fabricated products if the customer purchased the pre
cious metal from the Company, whether or not the pre
cious metal is sold at the same time as the fabricated
product. In addition, certain customers choose to do
business on a “toll” basis, that is, to furnish bullion to
Handy & Harman for fabrication. When the metals are re
turned to the customer in fabricated form, the customer
pays only a fabrication charge, and the precious metal
value of this consignment business is not included in
sales or cost of sales.
LOCKHEED MARTIN CORPORATION (DEC)
(In millions)

1996

1995

1994

Net sales
Costs and expenses:
Cost of sales
M erger related and
consolidation expenses

$26,875

$22,853

$22,906

24,594

20,881

21,150

Earnings fro m operations

2,281

—

690
1,282

—

1,756

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 1 (In Part): Summary of Significant Accounting
Policies
Sales and earnings — Sales and anticipated profits un
der long-term fixed-price production contracts are re
corded on a percentage of completion basis, generally
using units of delivery as the measurement basis for ef
fort accomplished. Estimated contract profits are taken
into earnings in proportion to recorded sales. Sales un
der certain long-term fixed-price contracts which, among
other things, provide for the delivery of minimal quantities
or require a significant amount of development effort in
relation to total contract value, are recorded using the
percentage of completion cost-to-cost method of ac
counting where sales and profits are recorded based on

Revenues And Gains

the ratio of costs incurred to estimated total costs at
completion.
Sales under cost-reimbursement-type contracts are re
corded as costs are incurred. Applicable estimated prof
its are included in earnings in the proportion that incurred
costs bear to total estimated costs. Sales of products
and services provided essentially under commercial
terms and conditions are recorded upon shipment or
completion of specified tasks.
Amounts representing contract change orders, claims
or other items are included in sales only when they can
be reliably estimated and realizations is probable. Incen
tives or penalties and awards applicable to performance
on contracts are considered in estimating sales and
profit rates, and are recorded when there is sufficient in
formation to assess anticipated contract performance. In
centive provisions which increase or decrease earnings
based solely on a single significant event are generally
not recognized until the event occurs.
When adjustments in contract value or estimated costs
are determined, any changes from prior estimates are re
flected in earnings in the current period. Anticipated
losses on contracts or programs in progress are charged
to earnings when identified.
UNISYS CORPORATION (DEC)
(Millions)
Revenue
Costs and expenses
Cost of revenue
Selling, general and
adm inistrative expenses
Research and development
expenses

Operating income (loss)

1996

1995

1994

$6,370.5

$6,342.3

$6,095.5

4,252.1

4,650.1

3,858.4

1,448.1

1,849.8

1,506.9

342.9

404.5

458.5

6,043.1

6,904.4

5,823.8

327.4

(562.1)

285

GAINS
Sale Of Assets
THE LOUISIANA LAND AND EXPLORATION
COMPANY (DEC)
(Millions)
Revenues:
Oil and gas
Refined products
Gain on sales of petroleum
assets

1 (In Part): Summary of Significant Accounting Policies
Revenue recognition. Sales revenue is generally re
corded upon shipment of product in the case of sales
contracts, upon shipment of the program in the case of
software, and upon installation in the case of sales-type
leases. Revenue from services and equipment mainte
nance is recorded as earned over the lives of the respec
tive contracts.
Revenue under systems integration and services con
tracts is recognized when services have been performed
and accepted or milestones have been met. Cost of
revenue under such contracts is charged based on cur
rent estimated total costs.
Accounting for large multi-year, fixed-price systems in
tegration contracts involves considerable use of esti
mates in determining revenue, costs, and profits. When
estimates indicate a loss under a contract, cost of reve
nue is charged with a provision for such loss. Revisions
in profit estimates are reflected in the period in which the
facts that give rise to the revision become known.

1995

1994

$ 597.0
263.5

464.7
355.2

421.2
361.3

2.0

2.3

6.8

862.5

822.2

789.3

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
3. Asset Dispositions
On July 31, 1996, the Company completed the sale of its
crude oil refinery and terminal near Mobile, Alabama, in
cluding crude oil and refined product inventories, for ap
proximately $70 million resulting in a gain of approxi
mately $2 million. The net book value of refinery
property, plant and equipment at that date totaled ap
proximately $33 million. The following table sets forth the
refinery operating profit (loss) for the periods indicated.

(Millions of dollars)

Seven M onths
Ended July 31,
1996

Revenues:
Refined products*
Other

271.7

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

1996

Costs and expenses:
Cost of sales*
Operating expenses
Depreciation
Taxes, other than income
W rite-dow n of refinery assets

* Before elim ination of
intercom pany transfers

Years Ended
December 31,
1995
1994

$280.4
.3

383.2
.3

386.1
2.1

280.7

383.5

388.2

244.7
26.6
1.1
.9
—

337.8
38.1
1.8
3.2
—

340.1
39.2
3.3
3.5
39.0

273.3

380.9

425.1

$ 7 .4

2.6

(36.9)

$ 1 6 .9

28.0

24.8

In 1995, the Company sold various oil and gas proper
ties for approximately $16.1 million resulting in a gain of
$2.3 million (before income taxes of $.8 million).
In 1994, the Company sold various domestic oil and
gas producing properties for approximately $15 million
resulting in a gain of $6.8 million (before income taxes of
$2.3 million).
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OAK INDUSTRIES INC. (DEC)
(In thousands)
Net sales
Cost of sales

1996
$ 303,536
(189,410)

114,126
Gross pro fit
Selling, general and
(67,139)
adm inistrative expenses
Purchased in-process research
—
and developm ent
Operating income (loss)
Interest expense
Interest income
Gain on sales o f equity
investm ents
Equity in net incom e (loss) of
affiliated companies
Income (loss) fro m continuing
operations before income
taxes, m in o rity interest and
extraordinary charge

46,987
(5,767)
541

1995
$ 255,364
(154,281)
101,083
(48,108)
(80,872)
(27,897)
(6,273)
1,661

1994
$ 230,894
(144,145)
86,749
(42,636)
—

44,113
(5,906)
1,329

_

_

(1,251)

1,583

2,304

62,012

(30,926)

21,502

41,840

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
4 (In Part): Divestitures
During 1996, the Company sold its 49% interest in Video
44 (WSNS-TV Channel 44), and received net proceeds
of $29,400,000. The Company recorded a pre-tax gain of
$20,550,000 from the sale.
During 1996, the Company completed the sale of its
45% interest in O/E/N India Ltd. for $1,471,000 in cash.
As a result of this sale the Company reported a pre-tax
gain of $952,000.
PREMIUMWEAR, INC. (DEC)
(Amounts in thousands)
Revenues:
Net sales
Royalties

Expenses:
Cost of goods sold
Selling, general and
adm inistrative
Restructuring costs
Gain on closing of facilities

1996

1995

1994

$ 49,948
2,969

$ 5 1 ,5 1 2
4,609

$ 37,407
4,528

52,917

56,121

41,935

1 (In Part): Summary of Significant Accounting Policies
Trademarks
In 1996 the Company sold all rights to its trademarks.
Prior to the sale, trademarks were recorded at the esti
mated fair value established in connection with the Com
pany’s 1991 reorganization and were being amortized
over 20 years.
2. Sale of Trademarks
On June 2 8 , 1996, the Company sold its trademarks and
pending trademark applications for certain Far Eastern
countries to ITOCHU Corporation, Toyobo Co., Ltd., and
Descents, Ltd. for $5,000,000 cash, resulting in a gain
before income taxes of $4,383,000. Proceeds were used
to pay down line of credit borrowings.
On September 6, 1996, the Company sold all of its
rights to its remaining trademarks and certain associated
assets relating to the retail and professional golf busi
nesses to Supreme International Corporation for
$18,000,000 in cash, resulting in a gain before income
taxes of $6,244,000. As part of the purchase and sale
agreement the Company was required to change its cor
porate name. At the September 6, 1996 Annual Meeting
of Shareholders, a name change from Munsingwear, Inc.
to PremiumWear, Inc. was approved by shareholders.
WESTERN DIGITAL CORPORATION (JUN)
(In thousands)

42,714

30,029

11,418

12,134

—

13,961
520
—

51,820

57,195

42,063

—

1,097
(771)
247

Operating income (loss)
Interest expense
Interest income
Gain on sale of tradem arks
(Note 2)
Other

10,627
52

Income (loss) before income
taxes and extraordinary item

11,252

(1,074)
(1,158)
2
—

—

(2,230)

1995

1994

$ 2 ,8 6 5 ,2 1 9 $ 2 ,1 3 0 ,8 6 7 $ 1 ,5 3 9 ,6 8 0
Revenues, net
Costs and expenses:
1,736,761
2,483,155
1,221,749
Cost of revenues
150,112
112,827
Research and development
130,789
Selling, general and
154,497
113,224
adm inistrative
130,286
Total costs and expenses
Operating income
Net interest and other
income (expense)
Gain on sale of m ultim edia
business (Note 8)
Income before income taxes

40,402

1996

2,787,764

1,997,836

1,447,800

77,455

133,031

91,880

13,134

12,002

(5,838)

17,275

—

—

107,864

145,033

86,042

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

—

(100)

(128)
(353)
57
—

120

(304)

Note 8 (In Part): Sale of Facility and Businesses
Sale of Multimedia Business
In October 1995, the Company sold its multimedia busi
ness to Philips Semiconductors, Inc. (“Philips”) for $51.9
million cash, resulting in a one-time, pre-tax gain of
$17.3 million. Through this transaction, Philips acquired
specific intellectual properties and assumed certain li
abilities directly related to the multimedia business.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Note 1 (In Part): Summary of Significant Accounting
Policies

T W IN D IS C , IN C O R P O R A T E D (J U N )

(In thousands)

1996

1995

1994

$ 1 7 6 ,6 5 7
135,780

$ 1 6 4 ,2 3 2
127,886

$ 1 4 1 ,1 9 3
113,404

Gross p ro fit
Marketing, engineering and
adm inistrative expenses

40,877

36,346

27,789

28,706

26,461

22,840

Earnings from operations
Other incom e (expense):
Interest income
Interest expense
Equity in earnings of affiliates
Other, net

12,171

9,885

4,949

Net sales
Cost of goods sold

Earnings before income taxes

121
(1.942)
45
512

186
(1 ,281)
186
(392)

173
(733)
522
56

(1,264)

(1,301)

18

10,907

8,584

Foreign Currency Translation:
The assets and liabilities of the Company’s foreign op
erations are generally translated into U.S. dollars at cur
rent exchange rates, and revenues and expenses are
translated at average exchange rates for the year. Re
sulting translation adjustments are reflected as a sepa
rate component of stockholders’ equity.
Transaction gains and losses that arise from exchange
rate fluctuations on transactions denominated in a cur
rency other than the functional currency, except those
transactions which operate as a hedge of an identifiable
foreign currency commitment or as a hedge of a foreign
currency investment position, are included in the results
of operations as incurred.

4,967

Settlement On Leveraged Interest Rate
Transactions
Foreign Currency Transactions

A I R P R O D U C T S A N D C H E M I C A L S , IN C . ( S E P )

(Millions of dollars)

W A L B R O C O R P O R A T IO N (D E C )

(In Thousands)

1996

1995

1994

Net Sales
$ 585,389
Costs and Expenses:
Cost of sales
488,134
Selling and adm inistrative
expenses
51,469
Research and developm ent
expenses
18,400

$ 459,272

$ 325,205

Operating Income
27,386
Other Expense (Incom e):
Interest expense, net of capitalized
interest of $3,683,000 in
1996 and $518,000
in 1995
19,833
Interest income
(2,716)
Foreign currency exchange
(gain) loss
(70)
Other
(63)
Income Before Provision fo r
Income Taxes, M in ority
Interest and Equity in Income
of J oint Ventures

10,402

377,755

261,501

40,753

27,119

16,742

12,199

24,022

24,386

12,071
(960)
1,483
(255)

11,683

3,862
(91)
2,602
111

17,902

1996

1995

1994

$ 4,008
25

$ 3,865
26

$ 3,485

4,033

3,891

3,484

2,408

2,317

2,112

920
114

869
103

789
97

Operating Income
Income fro m equity affiliates net
of related expenses
(Settlem ent)/Loss on leveraged
interest rate transactions
(Note 5)
Interest expense

591

602

486

80

51

28

(67)
129

100

107
81

Income Before Taxes

609

553

326

Sales and Other Income
Sales
Other income (expense), net

Costs and Expenses
Cost of sales
Selling, distribution, and
adm inistrative
Research and development

(1)
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5 (In Part): Interest Rate Swap Agreements
During the second quarter of fiscal 1996, the company
reached a $67 million settlement with Bankers Trust
Company over $107 million in losses in fiscal 1994 asso
ciated with leveraged interest rate swap contracts. The
settlement included the termination of two previously
closed contracts with Bankers Trust. Prior to the settle
ment, there was an outstanding liability of $62 million as
sociated with these closed contracts. The after-tax gain
related to this settlement was $41 million.

approximately $1.4 million, net of legal fees and ex
penses, are to be received. The 1996 license agree
ments are expected to result in future license fee in
come, net of legal fees and expenses, of approximately
$1.4 million from fiscal 1997 through 2001, the remaining
term of the agreements, unless the Interactive Machining
Patents are declared invalid. The licensees were not de
fendants in the IMS patent infringement litigation dis
cussed elsewhere in this report.

Liability Accruals Reduced
RYKOFF-SEXTON, INC. (APR)

License Fee Income
(Dollars in thousands)

HURCO COMPANIES, INC. (OCT)
(Dollars in thousands)
Sales and service fees
Cost of sales and service
Gross p ro fit
Selling, general and
adm inistrative expenses

Net sales
Cost of sales

1996

1995

1994

$ 99,351
70,930

$ 89,632
66,162

$ 72,628
57,063

28,421

23,470

15,565

21,343

19,002

18,129

Operating income (loss)
Interest expense
License fee (incom e)
Other (incom e) expense, net

7,078
3,211
(590)
99

4,468
4,250
—
14

(2,564)
3,301
—
(74)

Income (loss) before income
taxes

4,358

204

(5,791)

Gross pro fit
W arehouse, selling, general
and adm inistrative
expenses
Reversal of restructuring
accruals
Im pairm ent of long-lived
assets
Income (loss) from
operations

1996

1995

1994

$ 1 ,7 8 9 ,4 7 8 $ 1 ,5 6 9 ,0 1 9 $ 1 ,4 4 4 ,2 2 6
1,241,291
1,127,865
1,440,361
349,117

327,728

316,361

336,337

301,235

297,489

(6,441)

_

_

—

—

29,700

(10,479)

26,493

18,872

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note Four: Restructuring Costs

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 1 (In Part): Summary of Significant Accounting
Policies
License Fees. The Company’s policy is to recognize li
cense fee income related to patent infringement settle
ments, net of legal fees and expenses, over the life of
the respective patent based upon the estimated use of
the patent technology by the third party, consistent with
the terms of the license agreements. Amounts attribut
able to prior infringement are recorded in income in the
period that the agreement settlement is finalized.
Note 14 — Patent Settlement Agreements
During 1996, the Company’s wholly-owned subsidiary,
IMS Technology, Inc. (IMS), entered into two settlement
agreements for the licensing of its interactive machining
patents which resulted in license fee income of
$590,000, net of legal fees and expenses. Under the
terms of the 1996 settlement agreements, license fees of

During 1993, the Company recorded a restructuring
charge of $31 million or, on an after tax basis, $19.5 mil
lion or $1.34 per share. This charge was established to
provide for a business reorganization which included fa
cility closures, relocation and consolidation of distribution
centers into more efficient facilities including severance
costs, elimination of redundancies between the Com
pany’s two principal operating divisions, workforce reduc
tions and write down of facilities to their estimated net re
alizable value.
In fiscal 1995 and fiscal 1996, the Company aggres
sively continued it plan to close and consolidate its un
derperforming distribution centers and sublease space in
those centers with excess capacity. Additionally, sever
ance and relocation costs were paid in connection with
the consolidation, relocation and downsizing of distribu
tion centers. These payments totaled $3.3 million 1996.
In October 1995, the Company concluded its restructur
ing plan and credited the remaining unutilized restructur
ing accrual of $6.4 million into income.
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PHARMACIA & UPJOHN, INC. (DEC)

INLAND STEEL INDUSTRIES, INC. (DEC)

(dollar amounts in millions)

1996

1995

1994

(Dollars in Millions)

Operating revenue:
Net sales
Other revenue

7,176
110

6,949
146

6,704
119

Total operating revenue

7,286

7,095

6,823

2,116
1,266

1,967
1,254

1,877
1,163

2,642
518
67

2,617
104
138

2,583
20
—

1,015
216
(94)

1,180
157
(112)

Net sales

1996
$ 4,584.1

Operating costs and expenses:
Cost of goods sold
(excluding depreciation)
Selling, general and
adm inistrative expenses
Depreciation
State, local and m iscellaneous
taxes
W orkforce reduction provision
Total
Operating Income
Other expense (incom e):
General corporate expense,
net of income items
Interest and other expense
on debt
Gain fro m issuance of subsidiary
stock (Note 1)
Income before income taxes,
m in ority interest and
extraordinary less

1995

1994

$ 4 ,7 8 1 .5

$ 4,497.0

3,979.1

4,043.3

3,853.1

208.3
146.5

204.1
142.6

197.6
138.1

58.2
26.3

63.1

58.8
—

4,418.4

4,453.0

4,247.6

165.7

328.5

249.4

—

4.2

19.5

8.5

77.1

71.9

71.4

(31.4)

—

—

115.8

237.1

169.5

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 1: Recapitalization
In the 1996 second quarter, the Company undertook a
recapitalization that involved the Company and both its
Inland Steel Company and Ryerson Tull, Inc. (“RT’) sub
sidiaries. As part of the restructuring, RT, formerly Inland
Materials Distribution Group, Inc. (“IMDG”), exchanged
existing shares of IMDG common stock, all of which
were owned by the Company, for 34.0 million shares of
new-issue RT Class B common stock, $1.00 par value
per share. RT also sold 5.2 million shares of new-issue
Class A common stock, $1.00 par value per share, in a
public offering, the net proceeds of which approximated
$77.1 million. The Company recognized a $31.4 million
gain on the sale of the RT Class A common stock. At
year-end 1996, the Company’s ownership of RT approxi
mated 87 percent.
Prior to the issuance of the Class A common stock, RT
declared and paid dividends of $445.9 million to the
Company, of which $152.1 million was in cash and
$293.8 million was in the form of a note payable. The
Company used $63.2 million of the cash dividends to re
pay intercompany borrowing from RT and its subsidiar
ies. In July, RT sold $250 million of Notes, the net
proceeds of which, along with a portion of RT’s cash on
hand, was used to pay the $293.8 million note balance
due the Company.

Operating costs and expenses:
Cost of products sold
Research and development
Marketing, adm inistrative
and other
Restructuring charges
M erger costs
Operating income
Interest income
Interest expense
Gain on sale and issuance of
subsidiary stock
All other, net
Earnings fro m continuing
operations before incom e taxes

677
159
(56)
55
3

—

—

(1)

46

838

1,136

1,271

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
dollaramounts in millions
5. Gain on sale of majority interest in subsidiary.
In December 1996, the company completed the sale of a
portion of its holdings in its wholly-owned subsidiary Bia
core International AB (formerly Biosensor) through an in
itial public offering reducing the company’s ownership to
41 percent. The investment in Biacore, previously con
solidated, is now accounted for using the equity method.
Biacore develops, manufactures, and markets advanced
scientific instruments employing affinity-based biosensor
technology.
The global offering included 5.75 million total shares in
the form of shares or American Depository Shares at $16
per share. Of the total shares, 1.5 million were newly is
sued shares and 4.25 million were sold by the company.
The sale generated net proceeds to the company of $57
and a gain of $55 ($40, net of tax). The gain is com
posed of an $8 gain on the issuance of new shares and
a $47 gain on the sale of existing shares.
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TABLE 3-6: EXPENSES—OTHER THAN COST OF
GOODS SOLD

EXPENSES AND LOSSES
Paragraphs 80 and 83 of FASB Statement of Financial
Accounting Concepts No. 6 define expenses and losses.
80. Expenses are outflows or other using up of as
sets or incurrences of liabilities (or a combination of
both) from delivering or producing goods, rendering
services, or carrying out other activities that consti
tute the entity’s ongoing major or central operations.
83. Losses are decreases in equity (net assets) from
peripheral or incidental transactions of an entity and
from all other transactions and other events and cir
cumstances affecting the entity except those that re
sult from expenses or distributions to owners.
Table 3-5 reveals that most of the survey companies
show a single caption and amount for cost of goods sold.
Table 3-6 summarizes the nature of expenses, other
than cost of goods sold. Excluded from Table 3-6 are
rent (Table 2-28), employee benefits, depreciation (Table
3-13), and income taxes (Table 3-14). Table 3-7 lists
losses most frequently disclosed by the survey compa
nies. Excluded from Table 3-7 are losses shown after the
caption for income taxes (Table 3-16), segment dispos
als, and extraordinary losses (Table 3-17).
Examples of expenses and losses follow.
TABLE 3-5: EXPENSES—COST OF GOODS
SOLD CAPTIONS
1996

1995

1994

1993

More Than One A m o u n t.....................

263
109
105
15
15
69
576
24

260
102
104
15
15
65
561
39

257
107
103
21
13
72
573
27

255
107
106
20
11
66
565
35

Total Companies.....................

600

600

600

600

Single Amount
Cost of sales..........................................
Cost of goods s o ld ..............................
Cost of products s o ld ..........................
Cost of re v e n u e s .................................
Elements of cost...................................
Other c a p tio n s .....................................

Number of Companies
1996 1995 1994 1993
Selling, general and
a d m in is tra tiv e ...................................
Selling and a d m in istra tive ...................
General and/or a d m in istra tive ............
S e llin g ......................................................
In te re s t...................................................
Research, development,
engineering, etc..................................
A d v e rtis in g ............................................
Provision fo r doubtful a c c o u n ts ___
Taxes other than income
taxes......................................................
Maintenance and re p a irs.....................
Exploration, dry holes,
a b an do nm en ts...................................

342
140
100
18
571

340
152
89
20
579

344
152
79
14
583

344
156
78
20
577

312
121
33

296
100
31

306
54
33

300
42
31

30
27

29
34

37
48

51
70

23

23

22

26

TABLE 3-7: LOSSES
Number of Companies
1996 1995 1994 1993
Restructuring of o p e ra tio n s ..............
W rite-dow n of a s s e ts ..........................
Intangible asset a m o rtiz a tio n ............
Foreign currency transa ction s............
M in o rity in te re s t...................................
Litigation s e ttle m e n ts ..........................
Sale of a s s e ts ........................................
Sale of re c e iv a b le s ..............................
Equity in losses of investees..............
Environmental c le a n u p .......................

138
111
111
80
36
33
29
27
26
22

129
114
110
96
34
25
25
25
15
28

100
64
109
115
37
28
24
21
30
32

190
64
108
102
32
23
29
17
24
27

Expenses And Losses
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EXPENSES

1 (In Part): Summary of Significant Accounting Policies
C ost of G oods Sold
ALLIANT TECHSYSTEMS INC. (MAR)
(Dollars in thousands)

1996

1995

1994

$1,193,846
971,618

$ 786,904
679,982

$ 775,329
651,060

Gross margin
Operating expenses;
Research and development
Selling
General and administrative
Restructuring charges
(recovery)
Change of control charges
Litigation settlement charges

222,228

106,922

124,269

16,590
41,414
49,889

14,598
38,659
31,813

15,617
36,079
31,477

(3,196)
—

38,000
24,639
15,000

Total operating expenses

104,697

162,709

83,173

117,531

(55,787)

41,096

Sales
Cost of sales

Income (loss) from
operations

OPTICAL COATING LABORATORY, INC. (OCT)

—

—
—

—

ECHLIN INC. (AUG)
(In thousands)
Net sales
Cost of goods sold

Research, Development & Testing Expenses — Com
pany-sponsored research, development and testing ex
penses related to present and future products are ex
penses as incurred. Research and development
expenses determined in accordance with FASB State
ment No. 2, “Accounting for Research and Development
Costs,” were $47.4 million, $54.5 million and $49.7 mil
lion in 1996, 1995 and 1994, respectively.

1996

1995

1994

$3,128,728 $2,717,866 $2,229,474
2,309,037 1,932,461 1,571,256

Gross profit on sales
Selling and administrative
expenses

819,691

785,405

658,218

574,592

531,286

468,511

Income from operations

245,099

254,119

189,707

(Amounts in thousands)

1996

1995

1994

$189,195
126,769

$169,417
106,009

$131,780
84,001

Gross Profit
Operating Expenses:
Research and development
Selling and administrative
Amortization of intangibles

62,426

63,408

47,779

11,733
37,145
1,146

8,401
37,462
975

5,229
31,341
648

Total Operating Expenses

50,024

46,838

37,218

Income from Operations

12,402

16,570

10,561

Revenues
Cost of sales

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
2 (In Part): Significant Accounting Policies
Research and Development. Research and development
costs are charged to operations in the year incurred. The
cost of equipment used in research and development ac
tivities which has alternative uses is capitalized as equip
ment and not treated as an expense of the period. Such
equipment is depreciated over estimated lives of 5 years.
VARIAN ASSOCIATES, INC. (SEP)

Research And Developm ent

(Dollars in thousands)

ETHYL CORPORATION (DEC)
(In thousands of dollars)
Net sales
Cost of goods sold

1996
$1,149,651
804,623

1995

1994

$960,450 $1,174,086
636,056
776,508

1996

1995

1994

Sales
$1,599,361 $1,575,742 $1,313,447
Operating Costs and Expenses
Cost of sales
995,668 1,024,539
853,955
Research and development 110,140
90,964
73,706
Marketing
200,333
187,148
168,975
106,170
105,726
General and administrative 103,128

Gross profit
Selling, general and
administrative expenses
Research, development and
testing expenses
Special charges

345,028

324,394

397,578

Total operating costs and
expenses

103,626

100,062

144,455

Operating Earnings

71,723
—

77,153
4,750

82,661
2,720

Operating income

169,679

142,429

167,742

1,409,269

1,408,821

1,202,362

190,092

166,921

111,085
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS

LO SSES

Summary of Significant Accounting Policies (In Part)

Restructuring Of O perations

Research and Development
Company-sponsored research and development costs
related to both present and future products are expensed
currently. Costs related to research and development
contracts are included in inventory and charged to cost
of sales upon recognition of related revenue. Total ex
penditures on research and development for fiscal 1996,
1995, and 1994, were $116.5 million, $94.7 million, and
$74.8 million, respectively, of which $6.4 million, $3.7
million, and $1.1 million, respectively, were funded by
customers.

A dvertising

(Expressed in millions)

(Dollars in thousands)
Revenues
Equipm ent sales
Service, software and other

1996

1995

1994

$ 1 ,8 0 7
263
664

$ 1 ,6 8 0
260
596

$ 1 ,6 2 8
264
574

Gross pro fit

880

824

790

Selling, general, and
adm inistrative expenses
Advertising expenses

375
231

355
201

348
202

$$ 538,934
1,092,615

Cost of Revenues
Equipm ent sales
Service, software and other

Operating income

274

268

240

Operating Expenses
Engineering and developm ent
Marketing, general and
adm inistrative
Purchased in-process
engineering and
developm ent
Restructuring costs

Income (loss) from
operations

1995

1996

Gross margin

BROWN-FORMAN CORPORATION (APR)

Net sales
Excise taxes
Cost of sales

AMDAHL CORPORATION (DEC)

$

1994

803,567 $ 1 ,0 5 0 ,2 3 6
588,377
712,821

1,631,549

1,516,388

1,638,613

559,229
815,257

540,541
419,046

716,144
327,420

1,374,486

959,587

1,043,564

257,063

556,801

595,049

125,825

149,610

203,241

402,484

370,771

327,917

20,700
40,000

27,296
—

—
—

589,009

547,677

531,158

(331,946)

9,124

63,891

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 8. Restructuring of Operations

Provision For Doubtful Accounts
SEARS, ROEBUCK AND CO. (DEC)
millions
Revenues
Merchandise sales and
services
Credit revenues
Total revenues
Costs and Expenses
Cost of sales, buying and
occupancy
Selling and adm inistrative
Depreciation and am ortization
Provision fo r uncollectible
accounts
Interest
Total costs and expenses
Operating income

1996

1995

1994

$ 3 3 ,8 1 2
4,424

$ 3 1 ,1 8 8
3,807

$ 29,608
3,502

38,236

34,995

33,110

24,925
8,030
697

23,202
7,391
580

21,882
7,338
531

1,136
1,365

744
1,373

626
1,279

36,153

33,290

31,656

2,083

1,705

1,454

In the fourth quarter of 1996, the Company recorded a
restructuring charge based on an evaluation of the com
petitive conditions in the markets for large-scale comput
ing systems, consulting services and software. The Com
pany looked at future costs in line with anticipated levels
of business in 1997 and beyond, and determined that a
restructuring charge of $40 million was required to cover
the costs of reducing certain sectors of its workforce and
facilities to levels more appropriate to current business
requirements.
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At December 27, 1996, $43.3 million of restructuring
charges remained in accrued liabilities. The balance was
comprised of $34.4 million for the reduction of approxi
mately 300 employees to be completed in 1997, $7.5
million for closing excess facilities and $1.4 million for
other non-cash write-downs of recorded assets, of which
$41.9 million represents estimated future cash outflows.
A summary of the restructuring activity is presented
below:
(In thousands)
Balance at December 3 1 , 1993*
1994 activity:
Non-cash w rite-dow ns of property,
equipm ent and inventories
Reduction in w orkforce and other cash outflow s

$ 1 8 0 ,7 4 3

(11,113)
(53,460)

Balance at December 3 0 , 1994
1995 activity:
Restructuring accrual associated w ith the
acquisition of DMR
Non-cash w rite -dow ns of property, equipm ent
and inventories
Reduction in w orkforce and other cash outflow s

116,170

Balance at December 2 9 , 1995
1996 provision
1996 activity:
Non-cash w rite-dow ns of property, equipm ent
and inventories
Reduction in w orkforce and other cash outflow s

79,268
40,000

In connection with the restructuring plan, the Corpora
tion also will take actions to rationalize certain manufac
turing and service operations. Such rationalization,
principally associated with the Consumer businesses in
the United States, will include the outsourcing of certain
products currently manufactured by the Corporation and
the closure of several small manufacturing facilities. As a
result, the restructuring charge also included a $6.6 mil
lion write-down to fair value of certain land and buildings.
The remaining restructuring charge primarily related to
the write-down to fair value of equipment made obsolete
or redundant due to the decision to close certain facilities
or outsource certain production.
KNAPE & VOGT MANUFACTURING COMPANY

1996
2,272
(17,004)
(22,170)

(43,191)
(32,766)

Balance at December 2 7 , 1996

$4 3 ,3 1 1

Net Sales
Cost of Sales

Expenses
Selling and shipping
Adm inistrative and
general
Restructuring and
im pairm ent of assets
(Note 2)

Operating Income

* Balance of restructuring accrual recorded in 1993.

1994

$163,012,030 $168,190,969 $145,504,536
124,408,648
127,296,470
107,701,337

Gross Profit

Total Expenses

1995

38,603,382

40,894,499

37,803,199

21,044,004

19,882,242

18,547,404

6,394,013

6,922,412

6,188,530

30,934,017

26,804,654

24,735,934

7,669,365

14,089,845

13,067,265

3,496,000

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
THE BLACK & DECKER CORPORATION (DEC)
2. Restructuring and Impairment of Assets
(Dollars in Millions)
Sales
Cost of goods sold
Selling, general, and
adm inistrative expenses
Restructuring costs
Operating Income

1996

1995

1994

$ 4 ,9 1 4 .4
3,156.6

$ 4,766.1
3,016.7

$ 4,365.2
2,769.7

1,309.6
91.3

1,323.3
—

1,243.6
—

356.9

426.1

351.9

NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS
Note 3: Restructuring
In 1996, the Corporation commenced a restructuring of
certain of its operations and recorded a restructuring
charge of $91.3 million.
The major component of the restructuring charge re
lates to the Corporation’s elimination of approximately
1,500 positions. As a result, an accrual of $74.6 million
for severance, principally associated with the European
businesses in the Consumer and Home Improvement
Products (Consumer) segment, was included in the re
structuring charge.

On June 24, 1996, the board of directors of the Com
pany approved a restructuring plan designed to improve
operating efficiencies. The plan involves the shift of
wood production from Modar to Hirsh and the sub
sequent sale or closure of the Modar facility, the transfer
of redundant manufacturing operations performed at
Knape & Vogt Canada to the corporate headquarters in
Grand Rapids, and an early retirement program to sala
ried employees at the Grand Rapids location. The re
structuring and impairment charge of $3,496,000
primarily relates to severance and employee benefit
costs ($1,635,000), the write-down of assets to be dis
posed of to their fair market value ($1,509,000) and
other costs ($352,000). As an additional part of the plan
which is reported as part of costs of sales, the board of
directors authorized the liquidation of $863,000 of slow
moving inventories in order to create additional manufac
turing and warehousing space. After an income tax
benefit of $1,534,000, these actions reduced fiscal year
1996 earnings by $2,825,000 or $0.48 per share.
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WITCO CORPORATION (DEC)
(In thousands of dollars)
Net Sales
Cost of Goods Sold

1996

1995

1994

$ 2 ,2 6 3 ,3 2 7 $ 1 ,9 8 5 ,0 7 7 $ 1 ,8 4 1 ,4 1 4
1,568,822
1,434,330
1,760,320

Gross Profit
Operating Expenses
Selling expense
General and adm inistrative
expenses
Research and development
Other expenses (incom e) - net
Restructuring charge

503,007

Total Operating Expenses

416,255

407,084

106,261

83,829

77,740

152,186
73,088
88,400
345,130

121,425
52,907
(76,998)
33,842

112,318
40,717
2,924
—

765,065

215,005

233,699

Operating Income (Loss) from
Continuing Operations
(262,058)

201,250

173,385

DELUXE CORPORATION (DEC)
(dollars in thousands)
Net Sales
Operating Expenses
Cost of sales
Selling, general, and
adm inistrative
G oodwill im pairm ent charge
Employee pro fit sharing
and pension
Employee bonus and stock
purchase discount
Total
Income fro m operations

1996

1995

1994

$1,895,664

$1,857,981

$1,727,644

895,884

858,102

784,452

728,828
111,900

737,050

631,660

52,649

57,959

59,370

19,294

21,087

22,331

1,808,555

1,674,197

1,497,813

87,109

183,784

249,831

NOTES TO FINANCIAL STATEMENTS
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Note 2. Restructuring
In December 1996, in connection with management’s
plan to reduce costs and improve operating efficiencies,
the Company recorded a restructuring charge of approxi
mately $345,130,000. The principal actions in the 1996
restructuring plan involve the closure or sale of 15 pro
duction facilities (13 included in the Chemical Segment
and 2 included in the Petroleum Segment) and consoli
dation of support infrastructure. This restructuring, which
will result in the elimination of approximately 1,800 cor
porate staff and manufacturing positions, will be com
pleted by 1999. In addition, the year ended December
31, 1995, included a restructuring charge of $33,842,000
related to plant consolidation. The shut-down of the five
facilities (principally in the Chemical Segment) ad
dressed by the 1995 initiative is expected to be com
pleted during 1997.
The major components of the restructuring charges
are as follows:
(Thousands of dollars)
Description
Severance and related costs
W rite-dow n of property, plant
and equipm ent
Environmental remediation and
com pliance
W rite-dow n of goodw ill and
intangibles
Dem olition costs
Other

1996

1995

$104,456

$ 1 ,9 0 0

96,879

21,840

53,298

2,090

40,000
26,200
24,297

1,856
4,605
1,551

$345,130

$33,842

Note 1 (In Part): Significant Accounting Policies
Impairment of long-lived assets—During 1995, the Com
pany adopted the Statement of Financial Accounting
Standards (SFAS) No. 121, “Accounting for the Impair
ment of Long-Lived Assets and for Long-Lived Assets to
be Disposed Of.” Under the provisions of this statement,
the Company has evaluated its long-lived assets for fi
nancial impairment, and will continue to evaluate them
as events or changes in circumstances indicate that the
carrying amount of such assets may not be fully recover
able.
The Company evaluates the recoverability of long-lived
assets not held for sale by measuring the carrying
amount of the assets against the estimated undiscounted
future cash flows associated with them. At the time such
evaluations indicate that the future undiscounted cash
flows of certain long-lived assets are not sufficient to re
cover the carrying value of such assets, the assets are
adjusted to their fair values. Based on these evaluations,
there were no adjustments to the carrying value of longlived assets in 1996 or 1995.
The Company evaluates the recoverability of long-lived
assets held for sale by comparing the asset’s carrying
amount with its fair value less cost to sell. In December
1996, the Company recorded a charge of $111.9 million
as a result of its decision to dispose of businesses within
its Deluxe Direct segment (see note 3).
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Note 3 Goodwill Impairment Charge
During December 1996, the Company announced its
plans to divest three of the businesses in the Deluxe Di
rect segment—Nelco, Inc., PaperDirect, Inc., and the So
cial Expressions unit of Current, Inc. Based on fair mar
ket value estimates, the Company recorded a charge of
$111.9 million to write down the carrying amounts of
these business to estimated fair value less cost to sell.
This charge is included in the Company’s results from
operations for the year ended December 31, 1996, as
goodwill impairment charge. The Company will not de
preciate or amortize any of the long-term assets of these
businesses while they are held for disposal. The Com
pany anticipates completing these divestiture efforts in
1997. At December 31, 1996, the remaining carrying
amount of these businesses was $158.5 million. To
gether, these businesses recorded sales of $257.4 mil
lion, $304.6 million, and $313.2 million and contributed a
net loss of $8.4 million, $34.6 million, and $5.2 million in
1996, 1995, and 1994, respectively, excluding the good
will impairment charge in 1996.
FEDERAL-MOGUL CORPORATION (DEC)
(millions of dollars)
Net sales
Cost of products sold
Selling, general and
adm inistrative expenses

1996

1995

1994

$2,030.2
1,661.8

$1,995.9
1,599.2

$1,895.9
1,508.1

350.6

297.3

265.1

17.8

122.7

(57.6)

99.4
24.0
(26.9)

—

Operating margin
Gain on sales of businesses
Restructuring charges
Reengineering and other
related charges
Adjustm ent of assets held fo r
sale to fa ir value

(11.4)

(13.9)

(151.3)

(51.8)

—

Operating earnings (loss)

(202.5)

30.8

122.7

—

—
—

During 1996, management designed and implemented
a restructuring plan to aggressively improve the com
pany’s cost structure, streamline operations and divest
the company of underperforming assets. As part of this
plan, the company decided to sell 132 international retail
operation, sell or restructure 30 wholesale operations,
and consolidate a North American manufacturing opera
tion. The company expects to complete the majority of
these actions in 1997. The carrying value of the assets
held for sale was reduced to fair value based on esti
mates of selling values less costs to sell. The resulting
adjustment of $148.5 million to reduce assets held for
sale to fair value was recorded in the fourth quarter of
1996. Net sales for businesses to be disposed of ap
proximated $234 million, $214 million and $129 million in
1996, 1995 and 1994, respectively.
In 1996, based upon the final negotiated price with the
buyer, the company recorded an additional writedown of
$2.8 million to the net asset value of the U.S. ball bear
ings manufacturing operations. In 1995, the company
decided to sell the ball bearings operations and reduced
the carrying value by $17.0 million to record assets held
for sale at fair value.
In 1995, the company also decided to sell its heavy
ball bearing division in Germany and Brazil and certain
other non-strategic assets. The company estimated the
fair value of the businesses held for sale based on dis
cussions with prospective buyers, adjusted for selling
costs. The company reduced its carrying value by $17.0
million to record assets held for sale at fair value. This di
vision was sold in January, 1997 for $10.4 million, which
approximated the carrying value of the assets at Decem
ber 31, 1996.
In addition, in 1995, the company reduced the carrying
value of certain other impaired long-lived assets by
$17.8 million to record them at fair value. No further sig
nificant fair value adjustments were recorded for these
assets in 1996.
THE NEW YORK TIMES COMPANY (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Dollars in thousands)

3 Adjustment Of Assets Held For Sale To Fair Value
The company continually reviews all components of its
businesses for possible improvement of future profitabil
ity through acquisition, divestiture, reengineering or re
structuring. The company adopted Statement of Finan
cial Accounting Standards No. 121, “Accounting for the
Impairment of Long-Lived Assets and for Long-Lived As
sets to be Disposed of,” effective as of January 1, 1995.
This statement addresses the accounting for the impair
ment of long-lived assets and long-lived assets to be dis
posed of, certain identifiable intangibles and goodwill re
lated to those assets, and establishes guidance for
recognizing and measuring impairment losses and re
quires that the carrying amount of impaired assets be re
duced to fair value.

1996

1995

1994

$1,798,498
593,627
222,901

$1,672,598
551,985
184,486

$1,656,999
545,854
153,929

2,615,026

2,409,069

2,356,782

364,237
557,543
426,060

368,152
537,159
399,107

304,360
529,701
428,663

Total
Selling, general and
adm inistrative expenses
Im pairm ent loss

1,347,840

1,304,418

1,262,724

967,143
126,763

871,902

883,159

Total

2,441,746

2,176,320

2,145,883

173,280

232,749

210,899

Revenues
Advertising
Circulation
Other
Total
Costs and Expenses
Production costs
Raw materials
Wages and benefits
Other

Operating Income
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3. Impairment Loss

Note 2. Impairment Loss

In September 1996, the Company recorded a non-cash
accounting charge related to an impairment of certain
long-lived assets as required by SFAS 121 which was
principally, in concept, the accounting policy used by the
Company in prior years. As a result of the Company’s
strategic review process, updated analyses were pre
pared to determine if there was impairment of any longlived asset and certain assets, primarily in the Newspa
per Group, met the test for impairment. These assets
were associated with three small regional newspapers,
certain wholesale distribution operations and a printing
facility. The revised carrying values of these assets were
generally calculated on the basis of discounted esti
mated future cash flow and resulted in a pre-tax non
cash charge of $126,763,000 ($94,500,000 after-tax, or
$.97 per share).
The SFAS 121 charge had no impact on the Com
pany’s 1996 cash flow or its ability to generate cash flow
in the future. As a result of the SFAS 121 charge, depre
ciation and amortization expense related to these assets
will decrease in future periods. However, in conjunction
with the review for impairment, the estimated lives of cer
tain of the Company’s long-lived assets were reviewed,
which resulted in the acceleration of amortization ex
pense for certain intangible assets. In the aggregate, the
net effect of the change on depreciation and amortization
expense is not expected to have a material effect on net
income in the future.

In the fourth quarter of fiscal 1996, the Company re
corded a non-cash impairment loss of $10,280,000
($6,476,000, or $.25 per share, net of tax) related to a
write-down of the property, plant and equipment of the
Company’s Fremont, Ohio beet sugar facility. A decision
was made in 1996 not to run the Fremont facility during
fiscal 1997 due to the lack of a viable supply of sugarbeets and beet molasses. As a result, the projected fu
ture cash flows from this facility are less than the carry
ing value of the assets; therefore, an impairment loss
has been recognized. The impaired assets include build
ings and machinery and equipment used to manufacture,
ship, and store refined sugar and its by-products. These
assets were written down to their fair value based on the
salvage value of the assets. The recognition of this
impairment was in accordance with the provisions of
Statement of Financial Accounting Standards No. 121—
Accounting for the Impairment of Long-Lived Assets and
for Long-Lived Assets to Be Disposed Of and is not ma
terially different than the amount that would have been
recognized under the Company’s previous policies.

Intangible A sset A m ortization
MINNTECH CORPORATION (MAR)

SAVANNAH FOODS & INDUSTRIES, INC.
(in thousands)
Net sales

1996

1995

1994

$1,146,332

$1,098,544

$1,074,367

Operating expenses:
Cost of sales and operating
expenses
1,028,218
Selling, general and
54,667
adm inistrative expenses
Depreciation and am ortization
27,994
Im pairm ent of long-lived
assets (Note 2)
10,280
Other costs
3,374

Income fro m operations

Revenues
Net sales— products
Contract revenues
Total revenues

1,002,679

969,621

55,866
28,314

53,392
28,972

—

—

4,284

2,950

1,124,533

1,091,143

1,054,935

21,799

7,401

19,432

Operating costs and
Expenses
Cost of product sales
Research and
development
Selling, general and
adm inistrative
Am ortization of
intangible assets
Loss due to fiber
production scale-up
Total operating costs
and expenses
Earnings from
Operations

1996

1995

1994

$64,769,143

$55,882,512
300,000

$47,487,981
300,000

64,769,143

56,182,512

47,787,981

38,108,313

31,774,240

26,620,243

3,123,065

3,133,075

2,892,514

15,319,533

11,939,902

10,053,196

762,552

358,068

197,578

936,000

—

—

58,249,463

47,205,285

39,763,531

6,519,680

8,977,227

8,024,450
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Foreign Currency Transactions

Minority interest

PIONEER HI-BRED INTERNATIONAL, INC. (AUG)

SPS TECHNOLOGIES, INC. (DEC)

(in millions)

(Thousands of dollars)

Net sales
Operating costs and expenses;
Cost of goods sold
Research and product
development
Selling
General and adm inistrative
Restructuring and settlements

1996

1995

1994

$485,903
386,403

$409,814
334,160

$348,905
292,580

Gross p ro fit
Selling, general and
adm inistrative expense
Restructuring charge, net

99,500

75,654

56,325

61,322

49,644

44,847
3,500

Operating earnings
Other income (expense)
Interest income
Interest expense
Equity in earnings of
affiliates
M in ority interest
Other, net

38,178

26,010

7,978

621
(7,989)

520
(6,483)

440
(6,924)

1,701

1,726

1996

1995

1994

$1,721

$1,532

$1,479

Net sales
Cost of goods sold

$

$

$

727

642

606

130
354
126
—

114
335
123
(45)

$1,374

$1,252

$1,133

Operating income
Investm ent income
Interest expense
Net exchange gain (loss)

$

$

$

Income before item s below
Provision fo r incom e taxes
M in ority interest and other

$

Net income

$

136
382
129
—

347
22

(13)
1

(11)

(4)
354
(127)

$

(4)
223

280
23

291
(106)

(11)
(5)
$

(2)
$

183

346
19

349
(134)
(2)

$

853
(100)
(513)

Earnings before incom e taxes

(473)

(7,128)

(4,735)

31,050

21,275

2,900
(1,858)
6,120
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Note 1 (In Part): Nature of Business and Significant
Accounting Policies
Translation of foreign currencies and foreign exchange
hedging; All assets and liabilities in the balance sheets of
foreign subsidiaries whose functional currency is other
than the U.S. dollar are translated at year-end exchange
rates. Translation gains and losses are not included in
determining net income but are accumulated as a sepa
rate component of shareholders’ equity. However, for
subsidiaries considered to be operating in highly infla
tionary countries and for certain other subsidiaries, the
U.S. dollar is the functional currency, and translation
gains and losses are included in determining net income.
Foreign currency transaction gains and losses are in
cluded in determining net income.
The Company uses a combination of forward foreign
exchange contracts and foreign currency option con
tracts to hedge open foreign-denominated payables and
receivables and also to hedge firm sales and purchase
commitments with its foreign subsidiaries. Unrealized
gains and losses on hedges of existing foreign-denomi
nated payables or receivables are included in other as
sets or liabilities and are recognized in net exchange
gain (loss) in conjunction with the revaluation of the for
eign-currency-denominated
transaction.
Unrealized
gains and losses related to qualifying hedges of firm
sales and purchase commitments are deferred and rec
ognized in income when the future sales or purchases
are recognized, or immediately if the commitment is can
celed. Option premiums paid are amortized to income
over the life of the contract.

Litigation Settlement
GENERAL INSTRUMENT CORPORATION (DEC)
(In thousands)
Net sales
Operating Costs and
Expenses;
Cost of sales
Selling, general and
adm inistrative
Research and developm ent
Purchased in-process
technology
NLC litigation costs
Am ortization of excess of
cost over fa ir value of
net assets acquired
Total operating costs and
expenses
Operating income

1996

1995

1994

$2,689,688

$2,432,024

$2,036,323

1,997,625

1,690,639

1,403,585

265,717
209,257

224,269
147,253

179,631
111,462

141,000

139,860
—

—
—

24,577

24,702

25,574

2,638,176

2,226,723

1,720,252

51,512

205,301

316,071

—
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9 (In Part): Commitments and Contingencies

Contingencies (In Part)

In April 1995, prior to the Company’s acquisition of NLC
in September 1995, DSC Communications Corporation
and DSC Technologies Corporation (collectively, “DSC”)
brought suit against NLC and the founders of NLC. On
March 28, 1996, a jury verdict was reached in the case
which stated that the founders of NLC breached certain
employee agreements with DSC, failed to disclose and
diverted a corporate opportunity of DSC, misappropri
ated DSC trade secrets and conspired to take certain of
the foregoing actions, and that NLC used or benefited
from the diversion of corporate opportunity and misap
propriation of trade secrets. In June 1996, a final judg
ment against NLC and the individual defendants was en
tered in favor of DSC, in a total amount of $137 million.
However, the court denied DSC’s request for entry of
permanent injunctive relief. In June 1996, a pre-tax
charge to earnings of $141 million was recorded, reflect
ing the judgment and costs of litigation. Since the Com
pany has the ability and intent to pay this judgment,
through borrowings utilizing its Credit Agreement, the li
ability has been classified as long term. Both sides ap
pealed to the U.S. Court of Appeals for the Fifth Circuit,
and a decision was rendered in February 1997. (See
Note 16.)

During the second quarter ended December 2, 1995, the
company’s Board of Directors authorized management to
engage in settlement discussions with Haworth. In Janu
ary 1996, the company and Haworth agreed to the terms
of a settlement.
The lawsuit, filed in January 1992, alleged that certain
electrical products, which the company offered, infringed
two patents held by Haworth. Haworth sued Steelcase,
Inc., in 1985, claiming that Steelcase’s products infringed
those same two patents. In 1989, Steelcase was held to
infringe the patents, and the matter was referred to pri
vate dispute resolution to resolve the issue of damages.
The patents at issue expired prior to December 1 , 1994.
Since the date of initial claim, the company has always
been advised by our patent litigation counsel that it was
more likely than not to prevail on the merits; however,
the mounting legal costs, distraction of management fo
cus, and the uncertainty present in any litigation made
this settlement something which the company deter
mined is in the best interest of its shareholders.
Under the settlement agreement, Herman Miller paid
Haworth $44.0 million in cash, in exchange for a com
plete release. The release also covers Herman Miller’s
customers and suppliers. The companies have ex
changed limited covenants not to sue with respect to cer
tain existing and potential patent rights. Haworth has
agreed not to sue under United States Patent 4,682,984
which refers to a construction process for making stor
age cabinets. In addition, Haworth has granted a limited
covenant not to sue with respect to certain potential fu
ture patent rights on panel construction. Haworth re
ceived a limited covenant under three United States
Patents—5,038,539; 4,685,255; and 4,876,835—all re
lating to one of the company’s system product lines.
The company simultaneously reached a settlement
with one of its suppliers. The supplier agreed to pay Her
man Miller $11.0 million and, over the next seven years,
to rebate a percentage of its sales to Herman Miller
which are in excess of current levels. The $11.0 million,
plus interest, will be paid in annual installments over a
seven-year period. Herman Miller is also exploring the
possibility of claims against other third parties.
The company recorded a net litigation settlement ex
pense of $16.5 million, after applying previously recorded
accruals and the settlement with the supplier, in the sec
ond quarter of fiscal 1996.

16 Subsequent Event
As described in Note 9, in 1995 DSC brought suit against
NLC and the founder of NLC. On February 28, 1997, the
U.S. Court of Appeals for the Fifth Circuit confirmed the
trial court’s denial of DSC’s request for injunctive relief,
reversed the district court judgment for diversion of a cor
porate opportunity and remanded the case to the trial
court for the entry of judgment on the misappropriation of
trade secrets claim, which the Company expects to result
in a damage award of not more than $138 million plus
accrued interest.
HERMAN MILLER, INC. (MAY)
(In thousands)

1996

1995

1994

$1,283,931
848,985

$1,083,050
704,781

$953,200
616,062

Gross margin

434,946

378,269

337,138

Operating expenses;
Selling, general, and
adm inistrative
Patent litigation settlement
Design and research
Restructuring charges

316,024
16,515
27,472
—

303,621

245,189

33,682
31,900

30,151
—

Total operating expenses

360,011

369,203

275,340

74,935

9,066

61,798

Net sales
Cost of sales

Operating income

—

—
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Sale Of Assets
COURIER CORPORATION (SEP)
1996
Net sales
Cost of sales

1994

1995

$125,232,000 $120,701,000 $122,727,000
97,965,000
102,594,000
94,416,000

Gross p ro fit
22,638,000
Selling and
adm inistrative
expenses
18,647,000
Interest expense
840,000
Other income (expense)
(Note I)
(267,000)
Income before taxes

26,285,000

24,762,000

1,601,000
990,000

18,189,000
1,400,000

1,066,000

666,000

7,760,000

5,839,000

2,884,000

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note C (In Part): Income Taxes
The statutory federal tax rate is 34%. The total provision
differs from that computed using the statutory federal in
come tax rate for the following reasons:

Federal income taxes at
statutory rate
State income taxes, net of
federal income tax benefit
Export related income
Dividend deduction
Donation of real estate
Other
Total

1996

1995

1994

$ 980,000

$2,638,000

$1,985,000

143,000
(279,000)
—

259,000
(277,000)
(96,000)

(500,000)
(10,000)
$ 334,000

—

6,000
$2,530,000

449,000
(277,000)

Total

(Dollars in thousands)
Net sales
Cost of sales

1996

1995

1994

$ 3 ,5 8 6 ,4 4 8 $ 3 ,2 1 4 ,3 7 0 $ 2 ,5 7 6 ,3 3 7
2,448,264
2,756,343
2,053,376

Gross pro fit
Selling, general and
adm inistrative expenses
Provision fo r business
restructuring activities
Im pairm ent of long-term
operating assets

830,105

766,106

522,961

425,449

384,581

302,668
18,773
35,483

Income fro m operations
Other income (deductions):
Interest expense
Interest and other incom e,
net
Loss on disposal of assets

404,656

381,525

166,037

(36,667)

(30,922)

(37,832)

8,537
(2,047)

2,335
(4,531)

3,879
(19,635)

(30,177)

(33,118)

(53,588)

Income before income taxes

374,479

348,407

112,449

(24,000)
$2,133,000

Sale Of Receivables

Other income (expense) as reported in the accompany
ing income statements consisted of the following:
1996

1995

1994

$99,000

$335,000

$601,000

—

—

—

329,000

—

—

402,000

65,000

(366,000)

PARKER HANNIFIN CORPORATION (JUN)

—
—

Note I (In Part): Other Income (Expense)

Net rental income
Loss on sale and donation
of real estate
Gain on sale of investm ent
in AlphaGraphics
Dividend income from
AlphaGraphics

tory manufacturing facility in Lowell, Massachusetts, the
lease on which expired September 30, 1994. On March
1, 1996, the Company completed the sale and donation
of this vacant facility. Sales proceeds of $1.8 million for
approximately half the facility resulted in a pretax loss of
$366,000. The donation of the remainder of the facility
generated a tax benefit of approximately $500,000 re
sulting in an after-tax gain on the overall transaction of
approximately $250,000. The lease on the second build
ing expired June 30, 1996 and the facility is currently va
cant pending sale or lease.

$(267,000) $1,066,000

$666,000

Net rental income is derived from two buildings which are
separately reported in the accompanying balance sheets
as “Real estate held for sale or lease, net.” One of these
properties was the Company’s former telephone direc-

STANDARD MOTOR PRODUCTS, INC. (DEC)
(Dollars in thousands)

1996

1995

1994

$ 7 2 1 ,8 0 5
486,970

$ 663,485
444,061

$ 6 4 0 ,8 1 0
415,687

234,835

219,424

225,123

198,006

186,944

178,674

36,829

32,480

46,449

1,811

2,429

1,236

Interest expense

38,640
18,795

34,909
14,618

47,685
12,288

Earnings before taxes and
m in o rity interest

19,845

20,291

35,397

Net sales
Cost of sales
Gross p ro fit
Selling, general and
adm inistrative expenses
Operating income
Other income (expense),
net (Note 13)
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
3. Sale of Accounts Receivable

C U R T IS S -W R IG H T C O R P O R A T IO N (D E C )

The Company’s three-year agreement whereby it can
sell up to a $25,000,000 undivided interest in a desig
nated pool of certain eligible accounts receivable termi
nated on December 27, 1996, and was simultaneously
extended through March 31, 1997. The Company is
presently negotiating a two-year renewal of the agree
ment with similar terms and conditions. At December 31,
1996 and 1995, net receivables amounting to
$25,000,000 had been sold under these agreements.
13. Other Income (Expense), Net
(In thousands)
Other income (expense),
net consists of:
Interest and dividend income
(Loss) on sale of accounts
receivable (Note 3)
Income fro m jo in t ventures
Other— net
Total other income (expense),
net

1996

Environmental Cleanup

1995

1994

$ 1 ,6 6 8

$ 2,066

$ 1 ,7 2 4

(1,266)
1,336
73

(1,516)
1,700
179

(1,107)
828
(209)

$ 1 ,811

$ 2,429

$1,236

(In thousands)

1996

1995

1994

$ 170,536
117,067

$ 1 5 4 ,4 4 6
104,178

$1 55 ,0 01
105,128

Gross margin
Research and development
costs
Selling expenses
General and adm inistrative
expenses
Environmental remediation and
adm inistrative expenses

53,469

50,268

49,873

997
6,337

1,180
6,092

1,196
5,368

24,556

21,548

18,666

2,397

835

753

Operating income

19,182

20,613

23,890

Net sales
Cost of sales

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
11 (In Part): Environmental Costs
During 1996, the Corporation incurred expenses of
$2,397,000 relating to the remediation, engineering and
professional services for other environmental obligations
and related litigation matters. In 1995 and 1994, the Cor
poration recognized costs of $835,000 and $753,000, re
spectively, for these purposes.

Equity In Investee Losses
Training Costs
L A B A R G E , IN C . ( J U N )

(Dollars in thousands)

1996

1995

1994

$75,060

$61,646

$73,143

61,103

51,391

60,798

8,977

7,819

8,263

70,080

59,210

69,061

Earnings fro m operations
Interest expense
Equity in loss of jo in t venture
Other income, net

4,980
1,355
93
239

2,436
1,725

4,082
2,117

291
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Earnings before income taxes

3,771

1,002

2,103

Net sales
Costs and expenses:
Cost of sales
Selling and adm inistrative
expenses

A C M E M E T A L S IN C O R P O R A T E D (D E C )

(In thousands)
Net sales
Costs and Expenses:
Cost of products sold
Depreciation expense
Gross pro fit
Selling and adm inistrative
expense
Training and Pre-Start-up—
Modernization and
Expansion Project
Nonrecurring charge
Operating income

1996

1995

1994

$ 498,242

$ 5 2 1 ,6 1 9

$ 522,880

431,957
15,820

424,158
13,013

431,615
14,977

50,465

84,448

76,288

35,496

35,636

33,249

9,933
9,459
5,036

48,812

33,580
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SUMMARY OF SIGNIFICANTACCOUNTING POLICIES
(IN PART)
Training and Pre-Start-up- -Modernization and
Expansion Project
Midway through the 4th quarter of 1996, the Company’s
Modernization and Expansion Project was completed
and placed in service. Up until this time, all training and
ramp-up related costs were expensed as incurred within
the Consolidated Statements of Operations as “Training
and Pre-Start-up—Modernization and Expansion Pro
ject.” Subsequent to the placed-in-service-date and the
commencement of depreciation, production inefficiencies
were incurred as the ramp-up of operations continued.
These cumulative production inefficiencies were ex
pended as incurred and classified within “cost of prod
ucts sold.”

Business Combination Costs
THE GILLETTE COMPANY (DEC)
(Millions of dollars)

1996

1995

1994

$ 9,697.7
3,681.7

$ 8,834.5
3,324.0

$ 7,935.1
2,917.9

Gross pro fit
Selling, general and
adm inistrative expenses
M erger-related costs

6,016.0

5,510.5

5,017.2

3,966.7
413.0

3,711.3

3,402.5

Income fro m operations

1,636.3

1,799.2

Net sales
Cost of sales

—

—

1,614.7

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Business Combination
In December 1996, Gillette completed a merger with
Duracell International Inc., hereafter collectively referred
to as the Company, by exchanging 109.7 million shares
of its common stock for all of the common stock of
Duracell. Each share of Duracell was exchanged for .904
of one share of Gillette common stock. In addition, out
standing Duracell employee stock options were con
verted at the same exchange factor into options to pur
chase approximately 4.4 million shares of Gillette
common stock.
The merger constituted a tax-free reorganization and
has been accounted for as a pooling of interests under
Accounting Principles Board Opinion No. 16. Accord
ingly, all prior period consolidated financial statements
presented have been restated to include the combined
results of operations, financial position and cash flows of
Duracell as though it had always been a part of Gillette.
Prior to the merger, Duracell’s fiscal year ended on
June 30. In recording the business combination,
Duracell’s prior period financial statements have been re
stated to a year ended December 31, to conform with
Gillette’s fiscal year-end.

There were no transactions between Gillette and
Duracell prior to the combination, and immaterial adjust
ments were recorded to conform Duracell’s accounting
policies. Certain reclassifications were made to the
Duracell financial statements to conform to Gillette’s
presentations.
The results of operations for the separate companies
and the combined amounts presented in the consoli
dated financial statements follow.
Nine M onths
Ended
Sept. 30,
1996

Year Ended
Dec. 31,
1995

Year Ended
Dec. 31,
1994

Net sales
Gillette
Duracell

$5,225.9
1,470.8

$6,794.7
2,039.8

$6,070.2
1,864.9

Combined

$6,696.7

$8,834.5

$7,935.1

Net income
Gillette
Duracell

$

696.7
136.7

$

823.5
245.6

$

698.3
220.8

Combined

$

833.4

$1,069.1

$

919.1

(Millions of dollars)

In connection with the merger, the Company recorded in
the fourth quarter a charge to operating expenses of
$413 million ($283 million after taxes, or $.51 per com
mon share) for direct and other merger-related costs per
taining to the merger transaction and certain restructur
ing programs.
Merger transaction costs consisted primarily of fees for
investment bankers, attorneys, accountants, financial
printing and other related charges. Restructuring costs
included severance and out placement of terminated em
ployees and exit costs.
Details of the merger-related costs follow.
1996
Provision

Utilized
in 1996

Balance

M erger Transaction Costs
Restructuring Costs
Employee severance
Exit costs

$ 65.0

$ 30.3

$ 34.7

165.9
182.1

84.8

165.9
97.3

Total

$413.0

$115.1

$297.9

(Millions of dollars)

—

Restructuring activities primarily relate to the consolida
tion of distribution and administrative functions. These
actions will result in the phased reduction of approxi
mately 1,700 employees, primarily in international loca
tions, and will include consolidation and closure of cer
tain facilities. Exit costs include activities such as
cancellation of lease agreements and distributor con
tracts, and the writedown of unutilized assets. At Decem
ber 31, 1996, $185 million and $113 million relating to
these programs were classified as current liabilities and
long-term liabilities, respectively.
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LEGGETT & PLATT, INCORPORATED (DEC)
(Dollar amounts in millions)
Net sales
Cost of goods sold
Gross p ro fit
Selling, d istribu tion and
adm inistrative expenses
Am ortization of excess cost of
purchased companies and
other intangibles
Interest expense
M erger expense
Other income, net of other
deductions
Earnings before income taxes
and extraordinary item

1996

1995

1994

$ 2,466.2
1,842.7

$ 2,256.9
1,722.0

$ 2,009.1
1,537.4

623.5

534.9

471.7

303.5

272.3

239.7

16.4
30.0
26.6

15.4
30.4
—

14.1
26.0
—

2.7

3.8

4.4

249.7

220.6

196.3

expense, including costs for the accrual of commitments
under contracts no longer benefiting the Company and
legal and environmental issues, was $14.6 before taxes
in 1996.

Charitable Contribution
KELLOGG COMPANY (DEC)
(Millions)
Net sales

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Dollaramounts in millions, exceptper share data)
B (In Part): Acquisitions
On May 13, 1996, the Company issued 5,134,092
shares of common stock to acquire Pace Holdings, Inc.
(Pace) in a transaction accounted for as a pooling of in
terests. Pace is a leading manufacturer and marketer of
non-automotive aluminum die cast components. Pre
viously issued financial statements were restated to re
flect the pooling. Results of operations for the separate
and combined companies prior to the pooling are as fol
lows:
Three m onths
ended
March 31,
1996

Twelve M onths
ended
December 31,
1995

Net sales
Leggett & Platt
Pace

$524.2
67.0

$2,059.3
197.6

Combined

$591.2

$2,256.9

Net earnings
Leggett & Platt
Pace
Restatement Adjustm ents

$ 36.4
1.3

$

134.9
.4
(1.0)

Combined

$ 37.7

$

134.3

—

Included in the restatement adjustments is the impact of
a change of conforming inventory accounting principles
used by the Company’s aluminum operations to those of
Pace.
In connection with a 1993 leveraged buyout transac
tion, Pace adopted an employee stock option/bonus plan
that provided for the granting of options, under certain
conditions, at an exercise price of $.01 per Pace share.
In May 1996, prior to the acquisition, options were
granted and exercised under the plan resulting in com
pensation expense of $12 before taxes. Other merger

Cost o f goods sold
Selling and adm inistrative
expense
N on-recurring charges
Operating income

1996

1995

1994

$ 6,676.6

$ 7,003.7

$ 6,562.0

3,122.9

3,177.7

2,950.7

2,458.7
136.1

2,566.7
421.8

2,448.7
—

958.9

837.5

1,162.6

62.6
21.1

45.4
12.8

796.0

1,130.0

Interest expense
Other income (expense), net

65.6
(33.4)

Earnings before income taxes

859.9

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 4 (In Part): Other Income and Expense
Other income and expense includes non-operating items
such as interest income, foreign exchange gains and
losses, and charitable donations.
Other expense for 1996 includes a charge of $35.0
million ($22.3 million after tax or $.11 per share) for a
contribution to the Kellogg’s Corporate Citizenship Fund,
a private trust established for charitable donations. This
contribution is expected to satisfy the charitable-giving
plans of this trust through the year 2000.

Acquired R&D Expensed
THE PERKIN-ELMER CORPORATION (JUN)
(Dollar amounts in thousands)

1996

1995

1994

Net revenues
Cost of sales

$1,162,949
595,857

$1,063,506
560,402

$1,024,467
535,178

Gross margin

567,092

503,104

489,289

339,994

317,120

299,101

102,338

95,088

94,172

71,600

23,000

Selling, general and
adm inistrative
Research, developm ent
and engineering
Provision fo r restructured
operations
Acquired research and
development
Operating income

27,093
26,067

67,896

96,016
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Note 2 (In Part): Acquisitions and Dispositions

Note 3. Unusual Charge-Net

Tropix, Inc. During the fourth quarter of fiscal 1996, the
Company acquired Tropix, Inc., a world leader in the de
velopment, manufacture and sale of chemiluminescent
detection technology for life sciences. The acquisition
cost, net of cash acquired, was $36.0 million and was
accounted for as a purchase. The purchase price was al
located to the net assets acquired and to purchased inprocess research and development (R&D). Purchased
in-process R&D includes the value of products in the de
velopment stage and not considered to have reached
technological feasibility. In accordance with applicable
accounting rules, purchased in-process R&D is required
to be expensed. Accordingly, $22.3 million of the acquisi
tion cost was expensed in the fourth quarter of fiscal
1996.
Other Acquisitions. During the fourth quarter of fiscal
1996, the Company acquired Zoogen, Inc., a leading
provider of genetic analysis services, and a minority eq
uity interest in Paracel, Inc., a provider of information fil
tering technologies, for $6.5 million in cash. The
acquisition of Zoogen, Inc. was accounted for as a pur
chase. In connection with these acquisitions, $4.8 million
was expensed as purchased in-process R&D.

1996
During 1996, the Company recognized a $39.6 million
unusual charge consisting of the following:

Nonrecurring/Unusual Losses
BAKER HUGHES INCORPORATED (SEP)
(In thousands)
Revenues:
Sales
Services and rentals
Total
Costs and Expenses:
Costs of sales
Cost of services and rentals
Research and engineering
Marketing and field service
General and adm inistrative
Am ortization of goodw ill and
other intangibles
Unusual charge— net
Operating income of
business sold
Total
Operating income

1996

1995

1994

$2,046,850
980,880

$1,805,108
832,356

$1,727,734
777,024

3,027,730

2,637,464

2,504,758

1,186,843
496,026
87,033
682,092
199,894

1,045,672
418,342
83,546
601,228
202,903

1,015,458
389,605
91,011
586,671
184,013

29,552
39,611

29,884

30,775
31,829
(10,488)

2,721,051

2,381,575

2,318,874

306,679

255,889

185,884

(In thousands)
Patent w rite -o ff
Im pairm ent of jo in t venture
Restructurings:
Severance fo r 360 employees under
existing benefit arrangements
Relocation of people and equipm ent
Abandoned leases
Inventory w rite-dow n
W rite-dow n of assets
to net realizable value
Other

$

8,481
5,000

Unusual charge

$3 9,61 1

7,145
2,332
2,765
1,500
10,388
2,000

The Company has certain oilfield operations patents
which no longer protect commercially significant technol
ogy resulting in the write-off of $8.5 million. A $5.0 million
impairment of a Latin America joint venture was recorded
due to changing market conditions in the region in which
it operates. The Company recorded a $24.1 million re
structuring charge including the downsizing of Baker
Hughes INTEQ’s Singapore and Paris operations, a reor
ganization of Baker Hughes Process Equipment Com
pany’s Italian operations and the consolidation of certain
Baker Oil Tools manufacturing operations. Cash provi
sions of the charge totaled $14.3 million. The Company
spent $4.2 million in 1996 and expects to spend substan
tially all of the remaining $10.1 million in 1997.
1994
During 1994, the Company recognized a net unusual
charge of $31.8 million consisting of the following items:
(In thousands)
Insurance recovery in the
Parker & Parsley litigation
Discontinued product line
Oil Field restructurings:
Severance under existing
benefit arrangements
Relocation of property,
inventory and people
W rite-dow n of assets to
net realizable value
Abandoned leases
Other

Unusual charge-net

$(19,281)
15,005

5,869
5,773
18,650
2,082
3,731

$31,829
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In May 1994, the Company realized a gain of $19.3
million from the cash settlement of a suit against certain
insurance carriers in the 1993 Parker & Parsley litigation.
During the fourth quarter of 1994, the Company dis
continued an MWD (measurement-while-drilling) product
line when it decided to market and support other MWD
products resulting in the write-off of property and inven
tory of $15.0 million.
In addition, the Company recorded a $32.4 million
charge related to the restructuring and reorganization of
certain divisions, primarily Baker Hughes INTEQ. Cash
provisions of the charge totaled $16.1 million. The com
pany spent $1.8 million in 1996, $11.2 million in 1995
and $3.1 million in 1994.
CONAGRA, INC. (MAY)
(In millions)
Net sales
Costs and expenses
Cost of goods sold
Selling, adm inistrative and
general expenses
Interest expense
Non-recurring charges
(Note 2)

1996

1995

1994

$24,821.6

$24,112.3

$23,517,4

21,322.2

20,778.4

20,452.2

2,278.1
304.9

2,229.9
278.1

2,091.0
254.2

507.8

—

—

24,413.0

23,286.4

22,797.4

408.6

825.9

720.0

Income before income taxes

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Columnar amounts in millions)
2. Non-Recurring Charges
Non-recurring charges include amounts attributable to a
restructuring plan, early adoption of SFAS No. 121 and
completion of a business disposition program during fis
cal 1996, and are comprised of the following:

Restructuring plan
Adoption of SFAS No. 121
Disposition program
Total charges

Before
Income
Tax

After
Income
Tax

$353.0
99.8
55.0

$258.6
79.8
17.9

$507.8

$356.3

The effect of these three items on net income was
$1.55 per common share.
In the fourth quarter of fiscal 1996, the Company
adopted a restructuring plan designed to streamline its
production base, improve efficiency and enhance its
competitiveness. The restructuring includes closing or re
configuring a number of production facilities and busi
nesses and reducing the work force by approximately
6,300 employees, most of whom work in the facilities to
be closed.

Restructuring charges include approximately $60 mil
lion in cash charges primarily related to severance costs,
substantially all of which will be paid in fiscal 1997. The
balance of the restructuring charge relates to non-cash
charges on assets to be closed and disposed of. The
Company anticipates substantial completion of its re
structuring in fiscal 1997.
In addition, the Company early adopted SFAS No. 121
during the fourth quarter of 1996. In this regard, certain
long-lived assets (primarily fixed asset) were identified as
impaired. The Company considers continued operating
losses, or significant and long-term changes in industry
conditions, to be its primary indicators of potential impair
ment. An impairment was recognized when the future
undiscounted cash flows of each asset was estimated to
be insufficient to recover its related carrying value. As
such, the carrying values of these assets were written
down to the Company’s estimates of fair value. Fair
value was based on sales of similar assets, or other esti
mates of fair value such as discounting estimated future
cash flows. Considerable management judgment is nec
essary to estimate discounted future cash flows. Accord
ingly, actual results could vary significantly from such
estimates. None of the assets affected by this action are
currently held for sale.
The non-cash charge for adoption of this standard re
sulted from changes in industry conditions, continued op
erating losses and from the Company’s grouping assets
at a lower level than under its previous method of ac
counting. Under the Company’s previous policy for
evaluating impairment, assets were generally grouped at
major operating entity levels, and these levels were re
viewed for impairment. On the basis of these levels of
grouping, no impairment charge was required for fiscal
1995 or 1994.
In addition, the Company recognized a pretax charge
relating to previously announced plans to dispose of cer
tain non-core businesses. By the fourth quarter of fiscal
1996, the only significant unsold property in this program
was Country General, a specialty retailer. Following dis
appointing Christmas and spring selling seasons, the
Company decided not to proceed with sale of Country
General at this time. The resulting charge is the net cu
mulative loss on properties disposed of through fiscal
1996.
LUKENS INC. (DEC)
(Dollars in thousands)

1996

1995

1994

$970,320
Net sales
Operating Costs and Expenses
95,113
Cost of products sold
Selling and adm inistrative
55,145
expenses
Unusual item s (Note 3)
10,782
W ork force reduction provision
Environmental remediation
provision
9,400
Fixed asset w rite-dow ns
5,933

1,049,158

947,013

922,667

841,308

58,511

56,135

Total operating costs and
expenses
Operating Earnings (Loss)

996,373
(26,053)

—

—

—
—

—
—

981,178
67,980

897,443
49,570
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(Dollars in thousands exceptper share amounts)
3. Unusual Items
Work Force Reduction. During the second quarter of
1996, Lukens announced a work force reduction pro
gram of approximately 150 salaried positions. The pro
gram was primarily aimed at reducing costs by integrat
ing administrative functions. Termination benefits
accrued and charged to expense in the second quarter
totaled $10,782. On an after-tax basis, the provision re
duced results by $6,859, or $.46 per share.
The charge included severance related benefits of
$6,784. Termination benefits paid and charged against
the liability as of December 28, 1996, were $2,545. The
remaining severance benefits are anticipated to be paid
primarily during 1997. Pension related benefits included
$3,998 from the combination of pension plan benefits
that are triggered at termination and from the recognition
of a curtailment loss. Pension benefits were measured at
a 7.75 percent discount rate.
Environmental Remediation. During the fourth quarter
of 1996, $9,400 of expenses for environmental remedia
tion were recognized. The provision represented our best
estimate of costs for a Superfund site and other waste
disposal sites. On an after-tax basis, the charge reduced
results by $5,978 or $.40 per share.
Fixed Asset Write-Downs. Fixed asset write-downs
were recorded during the fourth quarter of 1996 for idle
assets and other equipment replaced as a result of capi
tal improvements. The charge increased the pre-tax loss
by $5,933 and the net loss by $3,836, or $.26 per share.

1996

1995

1994

Net Sales
$1,552,429 $1,391,522 $1,277,818
Cost of sales
1,111,811
993,111
935,951
Selling, general and
adm inistrative
171,027
148,797
150,135
Research, developm ent and
engineering
32,663
29,988
29,738
Nonrecurring charges
49,156
Other income (expense), net
(345)
(17,005)
(21,033)
Income from operations

187,427

T E C U M S E H P R O D U C T S C O M P A N Y (D E C )

(Dollars in millions)

S C H U L L E R C O R P O R A T IO N (D E C )

(In thousands of dollars)

demolition of facilities and site restoration, of which $30
million and $11.7 million related to corporate and elimi
nations and the Building Products segment, respectively.
Of these charges, $7.5 million are noncash asset write
downs, and $3 million are classified as other current li
abilities. Upon completion of these actions, the Company
intends to relinquish the remaining properties and does
not expect to incur significant future monitoring and
maintenance costs. The Company expects to fund the
charges requiring cash outlays from existing cash bal
ances and cash generated from operations. Pending fed
eral and state regulatory agency approval, the demolition
phase of the project is expected to begin in 1997 and be
substantially completed during 1998, with the majority of
the liabilities settled over the next two years. The nonre
curring charges are based on estimates and, therefore,
are subject to risks and uncertainties related to the Com
pany’s ability to secure agreements with third parties, re
linquish the properties and obtain regulatory approvals to
execute the actions described above. As a result, the
Company believes it is reasonably possible that these
estimates may be revised in the near-term. However, the
impacts of such revisions, if any, are not expected to be
material.
The Company also recorded nonrecurring charges in
the Engineered Products segment of $7.5 million consist
ing of asset write-downs to estimated fair values in the
automotive molded parts business, which is expected to
be disposed of in 1997, partially offset by a gain on the
sale of other manufacturing assets.

201,283

142,299

Net sales
Costs and expenses
Cost of sales and operating
expense
Selling and adm inistrative
expense
Nonrecurring charges
Operating income

1 9 9 6 (*)

1995

1994

$1,748.6

$1,716.0

$1,533.4

1,517.8

1,454.8

1,269.9

98.5
5.1

94.3

88.8

163.2

166.9

174.7

( * ) The 1996 results included a $5.1 m illion nonrecurring charge
fo r environm ental and litigation costs. This charge was equiva
lent to $.15 per share after taxes.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
U N IV E R S A L F O O D S C O R P O R A T IO N (S E P )

Note 16: Nonrecurring Charges
In 1996, the Company recorded the following pretax non
recurring charges totaling $49.2 million.
During the fourth quarter of 1996, the Company com
pleted an evaluation of a manufacturing facility with both
current and former operations and determined that its
best course of action is closure of the facility. Conse
quently, the Company recorded nonrecurring charges of
$41.7 million for the shutdown of current operations,

(In thousands)

1996

1995

1994

Revenue
$806,352
Operating costs and expenses:
Cost of products sold
533,260
Selling and adm inistrative
expenses
164,186
Unusual items
25,000

$792,971

$929,863

518,194

616,752

171,914
(26,847)

203,965
12,125

722,446

663,261

832,842

83,906

129,710

97,021

Operating income
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Examples of pension plan disclosures follow.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
2 (In Part): Acquisitions, Divestiture and Unusual Items
The Company adopted SFAS No. 121 as of the begin
ning of the fourth quarter of 1996. In this regard, certain
long-lived assets which are held and used in the busi
ness were identified as impaired. The Company consid
ers continued operating losses, or significant and long
term changes in industry conditions, to be its primarily
indicators of potential impairment. In 1996 an impairment
was recognized when the future undiscounted cash flows
of each asset was estimated to be less than the asset’s
related carrying value. As such, the carrying values of
these assets were written down to the Company’s esti
mates of fair value. Fair value was based on sales of
similar assets, or other estimates of fair value such as
discounting estimated future cash flows. The non-cash
charge for adoption of this standard was $20,000,000
and resulted from changes in industry conditions, contin
ued operating losses and from the Company grouping
assets at a lower level than under its previous method of
accounting.
In addition, the Company identified opportunities to
streamline its production base, improve efficiency and
enhance its competitiveness. Accordingly, the Company
adopted a restructuring plan which includes closing or re
configuring a number of production facilities and reduc
ing the workforce by approximately 130 employees. The
restructuring charge of approximately $5,000,000 in
cludes primarily charges related to severance costs, sub
stantially all of which will be paid in fiscal 1997.
The total charge for adopting SFAS No. 121 and re
structuring was $25,000,000 ($16,700,000 after tax or
$.65 per share).

PENSION PLANS
Statements of Financial Accounting Standards No. 87
and No. 88 are the authoritative pronouncements on
pension accounting and reporting. Paragraph 54 of
SFAS No. 87 enumerates the disclosure requirements
for an employer sponsoring a defined benefit pension
plan. Those requirements include disclosing the discount
rate and rate of compensation increase used to deter
mine the projected benefit obligation and the expected
rate of return on plan assets. Tables 3-8, 3-9, and 3-10
list the rates used by the survey companies for the actu
arial assumptions. The aforementioned tables indicate
that during 1996 many survey companies changed at
least one actuarial assumption rate.

TABLE 3-8: ASSUMED DISCOUNT RATE
%

1996

1995

1994

1993

—

—

—

—

—
6 .............................................
2
6.5 ..........................................
5
7 ............................................... 67
7.5 .......................................... 256
8 ............................................... 113
8.5 .......................................... 10
9 ............................................... —
9.5 .......................................... —

—
3
10
188
155
75
30
5
—

—
—
4
24
61
168
187
27
1

1
4
15
179
163
64
32
15
—

4.5 or less...................................

10

—

—

—

—

10.5 ........................................

......................................................................................................

_

_

_

_

11.5 or greater............................
Not disclosed . ..........................

—
7

—
5

—
5

—
4

Companies Disclosing Defined
Benefit Plans.......................... 460

471

477

477

TABLE 3-9: ASSUMED RATE OF COMPENSATION
INCREASE
%

1996

1995

201
154
46
21
3
5
—

189
158
49
28
6
3
—

118
182
88
42
10
4
2

—

—

—

—

—

9.5 . . . . . . . . . . . . . . . . . . . ................

_

_

_

_

1 0 .............................................................
1 0 .5 .......................................................

—
_

—
_

—
_

—
_

11.5 o r g r e a te r ......................................
Not d is c lo s e d .........................................

—
29

—
38

—
31

—
35

460

471

477

477

4.5 or le s s ................................................
5 ................................................................
5 .5 .........................................................
6 ................................................................
6 .5 .........................................................
7 ................................................................
7 .5 .........................................................

8

1

..........................................................................................................

8 .5

.........................................................

Companies Disclosing Defined
Benefit Plans........................

1994 1993
128
167
80
52
10
3
1
—

1
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TABLE 3-10: EXPECTED RATE OF RETURN
%

1996

1995

1994 1993

4.5 or less..................................
5 ............................................
5 .5 .........................................

—
—
—

—
—
—

—
1
—

1
—
—

6 ....... .................................

—

2

2

2

6 .5 .........................................
3
7 ............................................
4
7 .5 .........................................
9
8 ............................................ 44
8.5 ..........................................
56
9 ........................................... 150
9.5 ..........................................
99
10 .......................................... 59
10.5 .......................................
17
11 ............................................
7
11.5 or greater...........................
2
Not disclosed............................. 10

—
8
14
42
62
158
92
62
13
6
2
10

—
4
17
54
72
146
87
62
13
7
4
8

1
5
16
54
52
150
80
76
15
8
9
8

471

477

477

Companies Disclosing Defined
Benefit Plans.......................
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AMERICAN HOME PRODUCTS CORPORATION
(DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
6 (In Part): Employee Benefit Plans
Pension Plans. The Company sponsors various retire
ment plans for most full-time employees. Total pension
expense for 1996, 1995 and 1994 was $130,090,000,
$139,329,000 and $90,395,000, respectively. The Com
pany sponsors defined benefit and defined contribution
plans for most domestic and certain foreign locations.
Pension plan benefits for defined benefit plans are based
primarily on participants’ compensation and years of
credited service. It has been the Company’s policy to
fund all current and prior year service costs under de
fined benefit retirement plans. Contributions to defined
contribution plans are based on a percentage of employ
ees’ compensation. Pension expense recognized for de
fined contribution plans totaled $76,143,000 in 1996,
$64,682,000 in 1995 and $43,029,000 in 1994.

Net periodic pension cost of defined benefit pension
plans was as follows (principally U.S. pension plans):
1996

(In thousands)

Service cost on benefits earned
during the year
$ 58,434
Interest cost on projected
benefit obligation
194,056
Actual (return)/loss on plan
assets
(240,809)
Net amortization and deferral
42,266
Net periodic pension cost

$53,947

1995

1994

$ 55,283

$ 35,642

180,859

69,598

(490,286)
328,791

62,498
(120,372)

$74,647

$47,366

Net periodic pension cost was lower in 1996 compared
with 1995 due primarily to the unusually high actual re
turn on plan assets in 1995, offset, in part, by an in
crease in pension costs related to a change in mortality
assumptions to reflect increased life expectancies. Net
periodic pension costs was higher in 1995 versus 1994
due primarily to the ACY acquisition effective December
1 , 1994.
The actuarial present value of benefit obligations and
funded status of the Company’s defined benefit pension
plans, as of December 31, was as follows (principally
U.S. pension plans):
1996

1995

$2,479,139
110,482

$2,126,995
85,840

Accumulated benefit obligation
Effect on benefits from projected
compensation increases

2,589,621

2,212,835

268,923

244,943

Projected benefit obligation
Plan assets at fair value, primarily
listed stocks and bonds

2,858,544

2,457,778

2,332,432

2,281,772

526,112
(55,013)

176,006
171,404

(3,827)
(134,064)

(5,499)
5,925

$ 333,208

$ 347,836

(In thousands)
Benefit obligations:
Vested benefits
Nonvested benefits

Projected benefit obligation in
excess of plan assets
Unrecognized net gain/(loss)
Unrecognized net transition
obligation
Unrecognized prior service cost
Net pension liability

The change in the unrecognized net gain (loss) in 1996
is due primarily to an unrecognized loss resulting from a
change in mortality assumptions to reflect increased life
expectancies. The change in the unrecognized prior
service cost in 1996 is due primarily to a plan amend
ment which revised the benefit formula of the American
Home Products Corporation Retirement Plan—U.S.,
from a final 10-year average to an average of the five
highest paid years within the final 10 years of service.
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Assumptions used in developing the projected benefit
obligation as of December 31 were as follows:
1996
Discount rate
Rate of increase in com pensation
Rate of return on plan assets

1995

7.5%
4.0%
9.0%

1994

7.5%
8.5%
4.0%
5.0%
9.0% 8.5% -9.0%

BROWN-FORMAN CORPORATION (APR)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
12. Pension Plans
The company has defined benefit pension plans covering
certain employees. The benefits for these plans are
based primarily on years of service and employees’ pay
near retirement for the salaried employees and stated
amounts for each year of service for the union and hourly
employees. The company also has unfunded plans that
provide retirement benefits in excess of qualified plan
formulas or regulatory limitations for certain employees.
Net pension income (expense) includes the following
components:
(Dollars in millions)

1996

Benefit cost fo r service
during the year
$ (7)
Interest cost on projected
benefit obligation
(17)
Actual return (loss) on plan assets
79
Net am ortization and deferral
(54)
Net pension income (expense)

$

1

1995

$

(8)

1994

$

(14)

(15)
34
(12)

(5)
27
$ -

(8)

$

(1)

The amounts included in the accompanying consolidated
balance sheet were based on the funded status of the
plans at January 3 1 , 1996 and 1995 and are as follows:

1996

1995

Obligations
Plan Obligations
Plan Assets Exceed
Assets
Exceed
Exceed
Plan
Exceed
Plan
O bligations Assets O bligations
Assets
Actuarial present value of
benefit obligations:
Vested benefit obligations
Nonvested benefit obligations
Accumulated benefit
obligations
Additional am ounts related to
assumed pay increases
Projected benefit obligations
Plan assets at fa ir value
Plan assets in excess of
(less than) benefit
obligations
Unamortized net (assets)
obligations at date of
adoption
Unrecognized net (gain) loss
resulting fro m experience
different from that assumed
and changes in actuarial
assum ptions
Unrecognized p rio r service
cost
A djustm ent required to
recognize m inim um liability
Contributions subsequent to
m easurement date
Prepaid (accrued) pension
cost

$171
11

$23
2

$141
8

$14
1

182

25

149

15

30

3

31

6

212
300

28
5

180
232

21
3

52

(18)

88

(23)

(25)

3

(28)

3

(20)

2

16

(3)

3

5

2

6

_

(7)

_

—

—

—

$46

$(20)

$42

(2)
1

$(13)

The projected benefit obligation was determined using a
weighted average discount rate of 7% for 1996, 8.5% for
1995, and 7% for 1994. The weighted average rate of fu
ture compensation increases was 4% for 1996, 5.5% for
1995, and 4% for 1994. The expected rate of return on
plan assets was 9.5% for these years. The plans’ assets
consist primarily of stocks and bonds. The company’s
policy for funded plans is to make contributions equal to
or greater than the requirements prescribed by the Em
ployee Retirement Income Security Act.
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Included in earnings is net pension income for 1996,
1995 and 1994, comprised of the following;

CURTISS-WRIGHT CORPORATION (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
13. Retirement Plans
The Corporation maintains a non-contributory defined
benefit pension plan covering substantially all employ
ees. The Curtiss-Wright Corporation Retirement Plan
non-union formula is based on years of credited service
and the five highest consecutive years’ compensation
during the last ten years of service and a “cash balance”
benefit; union employees who have negotiated a benefit
under this plan are entitled to a benefit based on years of
service multiplied by a monthly pension rate(s). Accrued
benefits as of August 31, 1994, for non-union employees
are adjusted upward based upon salary growth to date of
termination. Employees are eligible to participate in this
plan after one year of service and are vested in the for
mula benefit after five years of service. Vesting in the
“cash balance” portion occurs at 20% per year, reaching
100% vesting at five years of service.
The Corporation’s funding policy is to provide contribu
tions within the limits of deductibility under current tax
regulations, thereby accumulating funds adequate to
provide for all accrued benefits. At December 31, 1996,
and December 31, 1995, the retirement plan was overfunded (i.e., plan assets exceed accumulated benefit ob
ligations).
The Corporation had pension credits in 1996, 1995
and 1994 of $3,888,000, $3,036,000 and $4,016,000, re
spectively, for domestic plans and had foreign pension
costs in 1996, 1995 and 1994 under defined contribution
retirement plans of $249,000, $208,000 and $188,000,
respectively. The funded status of the Corporation’s do
mestic plans at December 31 are set forth in the follow
ing table:
(In thousands)

1996

1995

Actuarial present value of benefit
obligations;
Vested
Nonvested

$103,581
2,527

$110,851
2,832

Accumulated benefit obligation
Im pact of future salary increases

106,108
4,411

113,683
3,271

Projected benefit obligation
Plan assets at fair value

110,519
192,599

116,954
183,497

Plan assets in excess of projected
benefit obligation
Unrecognized net gain
Unrecognized p rio r service cost
Unrecognized net transition asset

82,080
(38,534)
365
(8,895)

66,543
(25,763)
400
(10,052)

Prepaid pension cost

$35,016

$31,128

At December 31, 1996, approximately 34% of the plans’
assets are invested in debt securities, including a small
portion in U.S. Government issues. Approximately 66%
of plan assets are invested in equity securities.

(In thousands)

1996

Service costs— benefits earned
$ 3,287
during the period
Interest cost on projected
7,548
benefit obligations
(16,749)
Actual return on plan assets
2,026
Net am ortization and deferral
Net pension income

$ (3,888)

1994

1995

$ 3,119

$

2,623

8,457
(32,358)
17,746

7,706
3,301
(17,646)

$ (3,036)

$ (4,016)

The major assumptions used in accounting for the Cor
poration’s defined-benefit pension and retirement plans
at December 31 are as follows;

Discount rate
Rate of increase in future
com pensation levels
Expected long-term rate of return on
plan assets

1996

1995

7.0%

7.0%

4.5%

4.5%

8.5%

8.5%

The net periodic pension credit is determined using the
assumptions as of the beginning of the year. The funded
status is determined using the assumptions as of the end
of the year.
GEORGIA-PACIFIC CORPORATION (DEC)
NOTES TO FINANCIAL STATEMENTS
Note 8 (In Part): Retirement Plans
Defined Benefit Pension Plans. Most of the Corporation’s
employees participate in noncontributory defined benefit
pension plans. These include plans which are adminis
tered solely by the Corporation and union-administered
multiemployer plans. The Corporation’s funding policy for
solely administered plans is based on actuarial calcula
tions and the applicable requirements of federal law.
Contributions to multiemployer plans are generally based
on negotiated labor contracts.
Benefits under the majority of plans for hourly employ
ees (including multiemployer plans) are primarily related
to years of service. The Corporation has separate plans
for salaried employees and officers under which benefits
are primarily related to compensation and years of serv
ice. The officers’ plan is not funded and is non-qualified
for federal income tax purposes.
Plans assets consist principally of common stocks,
bonds, mortgage securities, interests in limited partner
ships, cash equivalents and real estate. At December
31, 1996 and 1995, respectively, $64 million and $26
million of noncurrent prepaid pension cost was included
in other assets. Accrued pension cost of $66 million and
$73 million at December 31, 1996 and 1995, respec
tively, was included in other long-term liabilities.
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Pursuant to the provisions of Financial Accounting
Standard Number 87 (FAS 87), “Employers’ Accounting
for Pensions,” intangible assets of $3 million and $56 mil
lion were recorded as of December 31, 1996 and 1995,
respectively, in order to recognize the required minimum
liability.

The following table sets forth the funded status of the
solely administered plans and the amounts recognized in
the accompanying balance sheets.

December 3 1 , 1996

December 3 1 , 1995

Plans having
assets in excess
of accumulated
benefits

Plans having
accumulated
benefits in
excess of assets

Plans having
assets in excess
of accumulated
benefits

Plans having
accumulated
benefits in
excess of assets

$1,392
33

$92
3

$917
20

$520
14

Effect of projected future com pensation levels

1,425
12

95
13

937
9

534
13

Projected benefit obligation at November 30
Plan assets at fair value at November 30

1,437
1,711

108
29

946
1,163

547
461

Plan assets in excess of (less than) projected benefit obligation
Unrecognized net (gain) loss
Unrecognized p rio r service cost
Unrecognized net asset fro m initial application of FAS 87
Adjustm ent required to recognize m inim um liability

274
(243)
42

217
(169)
(15)

(86)
47
56

(9)
—

(79)
20
3
—
(10)

(7)
—

(11)
(79)

$64

$(66)

$26

$(73)

(Millions)
Accumulated benefit obligation at November 30
Vested portion
Nonvested portion

Prepaid (accrued) pension cost at December 31

Net periodic pension cost for solely administered and union-administered pension plans included the following:
(Millions)
Service cost of
benefits earned
Interest cost on projected
benefit obligation
Actual return on plan assets
Net am ortization
and deferral
Contributions to m u lti
em ployer pension plans
Net periodic pension cost

Year ended December 31
1994
1996
1995

NOTES TO FINANCIAL STATEMENTS
(Dollars in Millions)
Note 18. Pension Plans

$83

$75

$81

106
(299)

107
(311)

93
(21)

127

168

(126)

4

4

4

$21

$43

$31

The following assumptions were used:
Year ended December 31
1996
1995
1994
Discount rate used to
determine the projected
benefit obligation
Rate of increase in future
com pensation levels used
to determ ine the projected
benefit obligation
Expected long-term rate of
return on plan assets used
to determine net periodic
pension cost

HONEYWELL INC. (DEC)

7.0%

7.0%

Honeywell and its subsidiaries have noncontributory de
fined benefit pension plans that cover substantially all of
their U.S. employees. The plan covering non-union em
ployees provides pension benefits based on employee
average earnings during the highest paid 60 consecutive
calendar months of employment during the 10 years
prior to retirement. The plan covering union employees
provides pension benefits of stated amounts for each
year of credited service. Funding for these plans is pro
vided solely through contributions from Honeywell deter
mined by the Board of Directors after consideration of
recommendations from the plans’ independent actuary.
Such recommendations are based on actuarial valu
ations of benefits payable under the plans.
The components of net periodic pension cost for U.S.
defined benefit pension plans are as follows:

8.5%

5.5

5.5

6.0

10.0

10.0

10.0

Service cost of benefits
earned during the period
Interest cost of projected
benefit obligation
Actual return on assets
Net am ortization and deferral

1996

1995

1994

$55.6

$50.5

$53.8

226.3
(339.1)
130.6

222.8
(400.8)
228.9

201.5
(73.3)
(92.6)

$101.4

$89.4

$73.4
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F o llo w in g is a s u m m a r y o f a s s u m p t io n s u s e d in th e a c 
c o u n t in g f o r t h e U .S . d e fin e d b e n e fit p la n s .

Discount rate used in
determ ining present values
Annual increase in future
com pensation levels
Expected long-term rate o f
return on assets

1996

1995

1994

7.8%

7.5%

8.5%

4.7%

4.4%

5.4%

9.5%

8.5%

8.5%

E m p lo y e e s in fo r e ig n c o u n t r ie s w h o a r e n o t U .S . c it i
z e n s a r e c o v e r e d b y v a r io u s r e tir e m e n t b e n e fit a r r a n g e 
m e n ts , s o m e o f w h ic h a r e c o n s id e r e d to b e d e fin e d
b e n e fit p e n s io n p la n s f o r a c c o u n tin g p u r p o s e s . T h e n e t
c o s t o f a ll fo r e ig n p e n s io n p la n s a m o u n te d t o $ 1 0 .9 in
1 9 9 6 , $ ( 3 .6 ) in 1 9 9 5 a n d $ 1 .2 in 1 9 9 4 .
T h e c o m p o n e n t s o f n e t p e r io d ic p e n s io n c o s t f o r f o r 
e ig n d e f in e d b e n e fit p e n s io n p la n s a r e a s fo llo w s :

Service cost of benefits
earned during the period
Interest cost of projected
benefit obligation
Actual return on assets
Net am ortization and deferral

1996

1995

1994

$33.6

$31.2

$30.3

58.3
(102.8)
19.6

55.7
(90.6)
(3.2)

47.6
(43.2)
(37.1)

$8.7

$(6.9)

$(2.4)

1996 (U.S. and Foreign)

Plans W hose
Assets Exceed
Accumulated
Benefits

Plans W hose
Accumulated
Benefits
Exceed Assets

$(3,193.1)
$(3,462.2)
$(3,798.9)
3,845.0

$(163.0)
$(192.5)
$(211.3)
118.9

Actuarial present value of
benefit obligations:
Vested benefit obligation
Accumulated benefit obligation
Projected benefit obligation
Plan assets at fa ir value
Projected benefit obligation
(in excess of) less than plan assets
Remaining unrecognized net
transition obligation (asset)
Unrecognized prior service cost
Unrecognized net loss
Other
Fourth-quarter 1996 contributions
to plans
A djustm ent to recognize m inim um
liability
Overfunded (unfunded) pension asset
(liability) recognized in the
statem ent of financial position

1995 (U.S. and Foreign)
A s s u m p t io n s u s e d in t h e a c c o u n tin g f o r f o r e ig n d e 
f in e d b e n e fit p la n s w e r e :

Discount rate used in
determ ining present
values
Annual increase in future
com pensation levels
Expected long-term rate
of return on assets

1996

1995

1994

4.5-9.0%

4.5-9.5%

4.5-9.0%

2.0-7.0%

2.0-7.25%

2.0-8.0%

5.5-9.0%

5.5-9.0%

5.5-9.5%

T h e p la n s ’ f u n d e d s ta t u s a s o f S e p t e m b e r 3 0 , a d ju s te d
f o r fo u r t h q u a r t e r c o n t r ib u tio n s , a n d a m o u n ts r e c o g n iz e d
in H o n e y w e ll’s s t a t e m e n t o f fin a n c ia l p o s itio n f o r its p e n 
s io n p la n s a r e s u m m a r iz e d b e lo w .

46.1

(92.4)

(81.1)
233.2
40.5

0.1

41.4
9.8
25.0
(1.3)

20.3

0.6
(17.8)

$259.1

$(35.5)

Plans W hose
Assets Exceed
Accumulated
Benefits

Plans Whose
Accumulated
Benefits
Exceed Assets

$(503.3)
$(506.5)
$(631.4)
809.2

$(2,778.7)
$(2,988.4)
$(3,236.0)
2,740.5

Actuarial present value of
benefit obligations:
Vested benefit obligation
Accumulated benefit obligation
Projected benefit obligation
Plan assets at fair value
Projected benefit obligation
(in excess of) less than plan assets
Remaining unrecognized net
transition obligation (asset)
Unrecognized p rio r service cost
Unrecognized net (gain) loss
Fourth-quarter 1995 contributions
to plans
Adjustm ent to recognize m inim um
liability
Overfunded (unfunded) pension asset
(liability) recognized in the
statem ent of financial position

177.8

(495.5)

(68.6)
3.8
(34.6)

205.9
259.8

11.1

36.1
(220.2)

$78.4

$(202.8)

A d ju s t m e n ts r e c o r d e d to r e c o g n iz e t h e m in im u m lia b ility
r e q u ire d f o r d e fin e d b e n e fit p e n s io n p la n s w h o s e a c c u 
m u la te d b e n e fits e x c e e d a s s e t s a m o u n te d to $ 1 7 .8 in
1 9 9 6 a n d $ 2 2 0 .2 in 1 9 9 5 . A c o r r e s p o n d in g a m o u n t w a s
r e c o g n iz e d a s a n in ta n g ib le a s s e t t o th e e x te n t o f u n r e c -
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ognized prior service cost and unrecognized transition
obligation. At December 31, 1996, $8.0 of excess mini
mum liability resulted in a reduction in shareholders’ eq
uity, net of income taxes, of $4.9. At December 3 1 , 1995,
$32.6 of excess minimum liability resulted in a reduction
in shareholders’ equity, net of income taxes, of $19.9.
Plan assets are held by trust funds devoted to servic
ing pension benefits and are not available to Honeywell
until all covered benefits are satisfied after a plan is ter
minated. The assets held by the trust funds consist of a
diversified portfolio of fixed-income investments and eq
uity securities.

and 1995. For the principal foreign plans located in the
United Kingdom and Germany, the weighted average
discount rates used were 8% and 7%, respectively, at
June 30, 1996 and 1995 and the rates of increase in fu
ture compensation used were 6% and 4.5%, respec
tively, at June 30, 1996 and 1995. The rates of return on
assets used in the United Kingdom and Germany were
8.5% and 7%, respectively, at June 3 0 , 1996 and 1995.
The following tables set forth the funded status of all
the plans accounted for under SFAS No. 87 and the
amounts recognized in the Company’s consolidated bal
ance sheet:
Assets Exceed Accum ulated Benefits
1996
1995

PARKER HANNIFIN CORPORATION (JUN)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Dollars in thousands)
10 (In Part): Retirement Benefits
Pensions — The Company has noncontributory defined
benefit pension plans covering eligible employees, in
cluding certain employees in foreign countries. Plans for
most salaried employees provide pay-related benefits
based on years of service. Plans for hourly employees
generally provide benefits based on flat-dollar amounts
and years of service. The Company also has contractual
arrangements with certain key employees which provide
for supplemental retirement benefits. In general, the
Company’s policy is to fund these plans based on legal
requirements, tax considerations, local practices and in
vestment opportunities. The Company also sponsors de
fined contribution plans and participates in governmentsponsored programs in certain foreign countries.
Pension costs for all plans were $22,514, $17,246 and
$10,850 for 1996, 1995 and 1994, respectively. Pension
costs were reduced in 1994 by curtailment gains of
$1,899 for the Metal Bellows divestiture. Pension costs
for all defined benefit plans accounted for using SFAS
No. 87, Employers’ Accounting for Pensions, are as fol
lows:

Service cost-benefits earned
during the period
Interest cost on projected
benefit obligation
Actual return on assets
Net am ortization and deferral
Net periodic pension costs

1996

1995

1994

$20,731

$18,801

$16,889

44,384
(74,926)
30,111

37,929
(77,321)
35,665

34,330
(3,088)
(38,364)

$20,300

$15,074

Actuarial present value of benefit
obligations:
Vested benefit obligation

$(445,798)

$(371,240)

Accumulated benefit obligation

$(458,720)

$(380,902)

Projected benefit obligation
Plan assets at fa ir value

$(529,564)
654,495

$(437,653)
507,015

124,931
(34,822)
13,361
(20,164)

69,362
(6,415)
12,033
(23,700)

Projected benefit obligation less than
plan assets
Unrecognized net (gain) or loss
Unrecognized prio r service cost
Unrecognized net (asset) obligation
Prepaid pension cost (pension liability)
recognized

$

83,306

$

51,280

Accumulated Benefits Exceed Assets
1996
1995
Actuarial present value of benefit
obligations:
Vested benefit obligation

$ (95,054)

$(73,642)

Accumulated benefit obligation

$(108,165)

$(83,387)

Projected benefit obligation
Plan assets at fa ir value

$(127,001)
22,436

$(99,537)
17,440

(104,565)
3,643
5,540
2,247

(82,097)
3,937
4,883
2,900

$ (93,135)

$(70,377)

Projected benefit obligation in excess of
plan assets
Unrecognized net (gain) or loss
Unrecognized prio r service cost
Unrecognized net (asset) obligation
Prepaid pension cost (pension liability)
recognized

$9,767

For domestic plans, the weighted average discount rates
and the rates of increase in future compensation levels
used in determining the actuarial present value of the
projected benefit obligations were 8% and 5%, respec
tively, at June 30, 1996 and 1995. The expected long
term rate of return on assets was 9% at June 30, 1996

The majority of the underfunded plans relate to foreign
and supplemental executive plans.
The plans’ assets consist primarily of listed common
stocks, corporate and government bonds, and real estate
investments. At June 30, 1996 and 1995, the plans’ as
sets included Company stock with market values of
$15,014 and $12,844, respectively.

Pension Plans

The funded status of U.S. plans at December 31 was
as follows:

PHILIP MORRIS COMPANIES INC. (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 11. Pension Plans:
The Company and its subsidiaries sponsor noncontribu
tory defined benefit pension plans covering substantially
all U.S. employees. The plans provide retirement bene
fits for salaried employees based generally on years of
service and compensation during the last years of em
ployment. Retirement benefits for hourly employees gen
erally are a flat dollar amount for each year of service.
The Company funds these plans in amounts consistent
with the funding requirements of federal laws and regula
tions.
Pension coverage for employees of the Company’s
non-U.S. subsidiaries is provided, to the extent deemed
appropriate, through separate plans, many of which are
governed by local statutory requirements. The plans pro
vide pension benefits that are based primarily on years
of service and employees’ salaries near retirement. The
Company provides for obligations under such plans by
depositing funds with trustees or purchasing insurance
policies. The Company records liabilities for unfunded
foreign plans.
U.S. Plans
Net pension (income) cost consisted of the following:
(In millions)
Service cost— benefit earned
during the year
Interest cost on projected
benefit obligation
(Return) loss on assets
— actual
— deferred gain (loss)
Am ortization of net gain upon
adoption of SFAS No. 87
Am ortization of unrecognized net
loss (gain) fro m experience
differences
Am ortization of p rio r service cost
Other (incom e) cost
Net pension (incom e) cost

313

1996

1995

1994

$143

$110

$130

373

367

342

(980)
447

(1,344)
848

94
(605)

(25)

(26)

(28)

9
14
(35)

(13)
13
75

(12)

$(54)

$30

$(18)

12
49

During 1996, 1995 and 1994, the Company sold busi
nesses and instituted early retirement and workforce re
duction programs resulting in curtailment and settlement
gains of $69 million and additional pension cost of $34
million in 1996, additional pension cost of $103 million
and curtailment gains of $28 million in 1995 and addi
tional pension cost of $49 million in 1994.

(in millions)

1996

1995

$3,871
359

$4,116
354

Benefits attributable to projected salaries

4,230
650

4,470
786

Projected benefit obligation
Plan asset at fa ir value

4,880
7,101

5,256
6,649

2,221

1,393

Actuarial present value of accumulated
benefit obligation
— vested
— nonvested

Excess of assets over projected
benefit obligation
Unamortized net gain upon adoption
of SFAS No. 87
Unrecognized prio r service cost
Unrecognized net gain fro m experience
differences

(108)
124

(140)
131

(1 ,404)

(807)
$577

$833

Prepaid pension cost

The projected benefit obligation at December 31, 1996,
1995 and 1994 was determined using an assumed dis
count rate of 7.75%, 7.25% and 8.5%, respectively, and
assumed compensation increases of 4.5% at December
31, 1996 and 1995 and 5.0% at December 31, 1994.
The assumed long-term rate of return on plan assets
was 9% at December 31, 1996, 1995 and 1994. Plan as
sets consist principally of common stock and fixed in
come securities.
The Company and certain of its subsidiaries sponsor
deferred profit-sharing plans covering certain salaried,
nonunion and union employees. Contributions and costs
are determined generally as a percentage of pretax earn
ings, as defined by the plans. Certain other subsidiaries
of the Company also maintain defined contribution plans.
Amounts charged to expense for defined contribution
plans totaled $210 million, $201 million and $191 million
in 1996, 1995 and 1994, respectively.
In addition, certain of the Company’s subsidiaries par
ticipate in multiemployer defined benefit plans. Contribu
tions to these plans were immaterial in 1996, 1995 and
1994.
Non-U.S. Plans
Net pension cost consisted of the following:
(in millions)
Service cost— benefit earned
during the year
Interest cost on projected benefit
obligation
(Return) loss on assets
— actual
— deferred gain (loss)
Am ortization of net gain upon
adoption of SFAS No. 87
Net pension cost

1996

1995

1994

$80

$80

$72

166

160

136

(201)
70

(195)
74

(113)

3

1

$118

$120

4

(1)
$98
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The funded status of the non-U.S. plans at December
31 was as follows:
Assets Exceed
Accumulated
Benefits
1996
1995

(in millions)
Actuarial present value of
accumulated benefit
obligation
— vested
— nonvested

Benefits attributable to
projected salaries
Projected benefit obligation
Plan assets at fa ir value
Plan assets in excess of
(less than) projected
benefit obligation
Unamortized net (gain) loss
upon adoption of
SFAS No. 87 .
Unrecognized net gain from
experience differences
Prepaid (accrued)
pension cost

Accumulated
Benefits Exceed
Assets
1996
1995

In thousands
$1,336
39

$1,257
46

$721
77

$703
69

1,375

1,303

798

772

342

324

127

125

1,717
1,891

1,627
1,780

925
36

897
59

174

153

(889)

(838)

(14)

11

13

14

(22)

(42)

(5)

(34)

$138

$122

$(881)

$(858)

T h e a s s u m p t io n s u s e d in 1 9 9 6 , 1 9 9 5 a n d 1 9 9 4 w e r e a s
fo llo w s :
1994
1996
1995
Discount rates
Compensation
increases
Long-term rates
of return on
plan assets

The 1996 net pension credit relating to employee pen
sion and retirement benefits was $37,834,000 (1995—
$33,926,00, 1994—$42,089,000). The net pension
credits reflect cumulative favorable investment returns on
plan assets. The 1995 credit also reflects changes In cer
tain economic assumptions. The components of the net
pension credit for 1996, 1995 and 1994 are as follows:

4.0% to 12.0% 4.5% to 10.0%
3.0% to 8.0%

3.5% to 9.0%

4.5% to 11.0% 4.5% to 11.0%

5.0% to 13.0%
3.5% to 11.0%

5.5% to 12.0%

Plan assets consist primarily of common stock and fixed
income securities.
WESTVACO CORPORATION (OCT)
NOTES TO FINANCIAL STATEMENTS
M (In Part): Employee retirement, postretirement and
postemployment benefits
Pension and retirement plans
The company provides retirement benefits for substan
tially all domestic employees under several noncontribu
tory trusteed plans and also provides benefits to employ
ees whose retirement benefits exceed maximum
amounts permitted by current tax law under an unfunded
benefit plan. Benefits are based on a final average pay
formula for the salaried plans and a unit benefit formula
for the hourly paid plans. Prior service costs are amor
tized on a straight-line basis over the average remaining
service period for active employees. Contributions are
made to the funded plans in accordance with ERISA re
quirements.

1996

1995

1994

$ 22,693

Service cost-benefit earned
during the period
Interest cost on projected
benefit obligation
Actual return on plan assets
Net am ortization and deferrals

$ 22,168

$ 21,895

61,890
[216,244]
94,352

58,562
[261,720]
147,337

53,459
[69,598]
[48,643]

Net pension credit

$ [3 7,834 ]

$[3 3,926 ]

$[4 2,089 ]

T h e fo llo w in g ta b le s e ts fo r t h t h e fu n d e d s ta t u s o f th e
p la n s a n d a m o u n ts r e c o g n iz e d in t h e c o n s o lid a te d b a l
a n c e s h e e t a t O c to b e r 3 1 , b a s e d o n a v a lu a tio n d a te o f
J u ly 3 1 :

In thousands

1996

1995

Actuarial present value of benefit
obligations:
Accumulated benefit obligation,
including vested benefits of
$[724,18 0] (1995— $ [6 6 8 ,1 9 6 ])

$[752,43 8]

$[694,69 6]

Projected benefit obligation

$[869,820]

$[815,02 6]

1,453,658

1,274,951

583,838

459,925

[276,826]
51,768
[36,786]

[175,996]
39,873
[43,445]

Plan assets at fa ir value:
Mainly listed stocks, including $71
m illion of com pany stock, and
m oney market and fixed income
investments
Plan assets in excess of projected
benefit obligation
Unrecognized net gain from past
experience different fro m that
assumed
Unrecognized p rio r service cost
Unrecognized net transition assets
Net prepaid pension cost included in
consolidated balance sheet

$321,994

$280,357

The discount rate and rate of increase in future compen
sation levels used in determining the actuarial present
value of the projected benefit obligation were 7.75% and
5.5%, respectively, in 1996, 1995 and 1994. The ex
pected long-term rate of return on plan assets used in
determining net pension cost was 9.75% for 1996 and
1995 and 10.5% for 1994. The net prepaid pension cost,
from the previous table, is included in other assets
except for an obligation of $17.7 million for an unfunded
excess benefit plan which is recorded as a long-term
liability.
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Pension Plans

Defined Contribution Plans

Supplemental Retirement Plans

BARNES GROUP INC. (DEC)

INTERNATIONAL BUSINESS MACHINES
CORPORATION (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Dollars in Thousands)

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

10 (In Part): Pension Plans

Q (In Part): Retirement Plans

The company has defined contribution plans covering
employees of Barnes Aerospace and field sales employ
ees of Bowman Distribution’s U.S. operation. Company
contributions under these plans are based primarily on
the performance of the business units and employee
compensation. Total expense amounted to $1,735,
$1,748 and $1,431 in 1996, 1995 and 1994, respectively.

In 1994, the company introduced a non-qualified U.S.
Supplemental Executive Retirement Plan (SERP) effec
tive January 1, 1995, which will be phased in over three
years. The SERP, which is unfunded, provides eligible
executives defined pension benefits outside the IBM Re
tirement Plan, based on average earnings, years of serv
ice and age at retirement. At December 31, 1996 and
1995, the projected benefit obligation was $93 million
and $82 million, respectively. The net unrecognized
costs of the SERP were $57 million and $64 million, and
the amounts included in the Consolidated Statement of
Financial Position were pension liabilities of $36 million
and $18 million as of December 31, 1996 and 1995, re
spectively. These amounts are in addition to the U.S. re
tirement plan financial information included herein.

BEMIS COMPANY, INC. (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 5 (In Part): Pension Plans
Total pension expense in 1996, 1995, and 1994 was
$9,640,000, $8,516,000, and $7,704,000, respectively.
Defined contribution plans cover employees at nine
different manufacturing or administrative locations and
provide for contributions ranging from 2 percent to 6 per
cent of covered employees’ salaries or wages and to
taled $1,390,000 in 1996, $1,099,000 in 1995, and
$1,216,000 in 1994. Multiemployer plans cover employ
ees at two different manufacturing locations and provide
for contributions to a union administered defined benefit
pension plan. Amounts charged to pension cost and con
tributed to the plan in 1996, 1995, and 1994, totaled
$1,114,000, $1,000,000, and $1,034,000, respectively.
WM. WRIGLEY JR. COMPANY (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Retirement Plans (In Part)
In addition to the defined benefit plans described above,
the Company also sponsors defined contribution plans
within the U.S. and at selected foreign associated com
panies. The plans cover full time employees and provide
for contributions of between 3% and 5% of salary. The
Company’s expense for the defined contribution plans
totaled $4,700,000, $4,850,000 and $4,476,000 in 1996,
1995 and 1994, respectively.

TESORO PETROLEUM CORPORATION (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note J (In Part): Benefit Plans
Executive Security Plan
The Company’s executive security plan (“ESP”) provides
executive officers and other key personnel with supple
mental death or retirement benefits in addition to those
benefits available under the Company’s group life insur
ance and retirement plans. These supplemental retire
ment benefits are provided by a nonqualified noncon
tributory plan and are based on years of service and
compensation. Contributions are made based upon the
estimated requirements of the plan. The components of
net pension expense for the ESP for the years ended
December 31, 1996, 1995 and 1994 are presented be
low (in thousands):

Service Costs
Interest Cost
Actual Return on Plan Assets
Net Am ortization and Deferral
Net Pension Expense

1996

1995

1994

$354
204
(439)
751

364
205
(325)
471

474
273
(230)
228

$870

715

745

During 1996, 1995 and 1994, the Company incurred ad
ditional ESP expense of $.9 million, $1.5 million and $.4
million, respectively, for settlements, curtailments and
other benefits resulting from employee terminations.
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The funded status of the ESP and amounts included in
the Company’s Consolidated Balance Sheets at Decem
ber 31, 1996 and 1995 are set forth in the following table
(in thousands):
1996

1995

(In thousands of dollars)

Actuarial Present Value of Benefit Obligation:
Vested benefit obligation
$3,300
$4,434
Accumulated benefit obligation

2,470
3,038

Plan Assets at Fair Value
Projected Benefit Obligation

$7,139
6,467

4,447
4,155

672
4,532
537
417

292
2,343
395
643

$6,158

3,673

Plan Assets in Excess of Projected
Benefit Obligation
Unrecognized Net Loss
Unrecognized Prior Service Costs
Unrecognized Net Transition Obligation
Prepaid Pension Asset

The following table sets forth the supplementary plan’s
status and amounts recognized in the company’s finan
cial statements at December 28, 1996 and December
30, 1995:

Assets of the ESP consist of a group annuity contract.
Actuarial assumptions used to measure the projected
benefit obligation at December 31, 1996, 1995 and 1994
included a discount rate of 7½ %, 7½ %, 8½ %, respec
tively, and a compensation increase rate of 5%. The ex
pected long-term rate of return on assets was 8%, 8%
and 9% for 1996,1995 and 1994, respectively.
TULTEX CORPORATION (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 9 (In Part): Employee Benefits
The company has a nonqualified, unfunded supplemen
tary retirement plan for which it has purchased cost re
covery life insurance on the lives of the participants. The
company is the sole owner and beneficiary of such poli
cies. The amount of coverage is designed to provide suf
ficient revenues to recover all costs of the plan if as
sumptions made as to mortality experience, policy
earnings and other factors are realized. Expenses re
lated to the plan were $557,000 in 1996, $577,000 in
1995 and $536,000 in 1994. The actuarially determined
liability which has been included in other deferrals was
$3,051,000 at December 28, 1996, $3,434,000 at De
cember 30, 1995 and $3,506,000 at December 31, 1994.

1996

Fair value o f plan assets

$

1995
$

-

-

Accumulated benefit obligation,
including vested benefits of $2,883
and $3,288, respectively
Additional benefits based on estimated
future salary levels

3,051

3,434

344

402

Projected benefit obligation

3,395

3,836

(3,395)
866
240
801

(3,836)
1,229
260
892

(1 ,563)

(1,979)

$(3,051)

$(3,434)

Projected benefit obligation in excess of
plan assets
Unrecognized net loss
Unrecognized prio r service cost
Unrecognized transitional obligation
Adjustm ent required to recognize
m inim um liability
Unfunded accrued supplem entary
pension costs

N e t s u p p le m e n ta r y p e n s io n c o s t s f o r t h e t h r e e y e a r s in c lu d e d t h e fo llo w in g c o m p o n e n ts :

(In thousands of dollars)
Service cost-benefits earned
during the period
Interest on projected benefit
obligation
Net am ortization
Net periodic supplem entary
pension cost

1996

1995

1994

$102

$85

$139

275
180

309
183

255
142

$557

$577

$536
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Pension Plans

Multiemployer Plans
AMERON INTERNATIONAL CORPORATION (NOV)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note Ten (In Part): Employee Benefit Plans
Approximately 19% of the Company’s employees are
covered by union sponsored, collectively bargained,
multi-employer pension plans. The Company contributed
and charged to expense $2,600,000, $2,700,000, and
$2,400,000 in 1996, 1995 and 1994, respectively. These
contributions are determined in accordance with the pro
visions of negotiated labor contracts and generally are
based on the number of hours worked. Information from
the plans’ administrators is not available to permit the
Company to determine its share of unfunded vested
benefits, if any. The Company has no intentions of with
drawing from any of these plans, nor is there any inten
tion to terminate such plans.
RYKOFF-SEXTON, INC. (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note Nine (In Part): Pension and Profit Sharing Plans
For collectively bargained, multi-employer pension plans,
contributions are made in accordance with negotiated la
bor contracts and generally are based on the number of
hours worked. With the passage of the Multi-Employer
Pension Plan Amendments Act of 1980 (the “Act”), the
Company may, under certain circumstances, become
subject to liabilities in excess of contributions made un
der collective bargaining agreements. Generally, these li
abilities are contingent upon the termination, withdrawal,
or partial withdrawal from the plans. The Company has
not taken any action to terminate, withdraw or partially
withdraw from these plans which would result in any ma
terial liability. The amount of accumulated benefits and
net assets of such plans is not currently available to the
Company. Total contributions charged to expense under
all pension plans were $6,130,000, $5,786,000 and
$5,325,000 for the fiscal years 1996, 1995 and 1994, re
spectively.

agreements between the Company and employee bar
gaining units which are members of such plans. These
plans are generally defined benefit plans; however, in
many cases, specific benefit levels are not negotiated
with or known by the employer-contributors. Contribu
tions of $112 million in 1996, $105 million in 1995 and
$70 million in 1994 were made and charged to income.
Under U.S. legislation regarding such pension plans, a
company is required to continue funding its proportionate
share of a plan’s unfunded vested benefits in the event
of withdrawal (as defined by the legislation) from a plan
or plan termination. Safeway participates in a number of
these pension plans, and the potential obligation as a
participant in these plans may be significant. The infor
mation required to determine the total amount of this
contingent obligation, as well as the total amount of ac
cumulated benefits and net assets of such plans, is not
readily available. During 1988 and 1987, the Company
sold certain operation. In most cases the party acquiring
the operation agreed to continue making contributions to
the plans. Safeway is relieved of the obligations related
to these sold operations to the extent the acquiring par
ties continue to make contributions. Whether such sales
could result in withdrawal under ERISA and, if so,
whether such withdrawals could result in liability to the
Company, is not determined at this time.
STANDEX INTERNATIONAL COMPANY (JUN)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Employee Benefit Plans (In Part)
Retirement Plans
Certain U.S. employees are covered by union-spon
sored, collectively bargained, multi-employer pension
plans. Contributions and cost are determined in accord
ance with the provisions of negotiated labor contracts or
terms of the plans. Pension expense for these plans was
$1,203,000; $1,142,000 and $1,006,000 in 1996, 1995
and 1994, respectively.
WEYERHAEUSER COMPANY (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 5 (In Part): Pension Plans

SAFEWAY INC. (DEC)
NOTES TO FINANCIAL STATEMENTS
Note H (In Part): Employee Benefit Plans and Collective
Bargaining Agreements
Multi-employer pension plans. Safeway participates in
various multi-employer pension plans, covering virtually
all Company employees not covered under the Com
pany’s non-contributory pension plans, pursuant to

Approximately 1,740 employees are covered by unionadministered multi-employer pension plans to which the
company makes negotiated contributions based gener
ally on fixed amounts per hour per employee. Contribu
tions to these plans were $5 million in 1996, $7 million in
1995 and $7 million in 1994.
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Merger Of Plans
IMO INDUSTRIES INC. (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 11. Pension Plans

Year Ended December 31

The Company and its subsidiaries have various pension
plans covering substantially all of their employees. Bene
fits are based on either years of service or years of serv
ice and average compensation during the years immedi
ately preceding retirement. It is the general policy of the
Company to fund its pension plans in conformity with re
quirements of applicable laws and regulations. Effective
December 31, 1996 all domestic, pay-related plans were
merged into the IMO Industries, Inc. Retirement Plan for
U.S. Salaried Employees. Pension benefits were not af
fected by the merger.
Pension expense was $4.3 million in 1996, $4.2 million
in 1995 and $7.9 million in 1994, and includes amortiza
tion of prior service cost and transition amounts for peri
ods of 5 to 15 years. The 1996 and 1995 expense
includes costs related to retained pension liabilities of
discontinued operations. In 1994 these amounts were
charged to discontinued operations. The Company in
cluded $2.0 million of curtailment and settlement losses
in its gain on disposal related to the discontinued opera
tions in 1995. Net pension expense (including $5.7 mil
lion charged to discontinued operations in 1994) is
comprised of the following;
Year Ended December 31

(Dollars in thousands)
Service cost
Interest cost on projected
benefit obligation
Actual return on plan assets
Net am ortization and deferral
Net pension expense

The following table sets forth the funded status and
amounts recognized in the consolidated balance sheet
for the defined pension plans using discount rates of
7.75% and 7.5% at December 31, 1996 and 1995, re
spectively. The assumed rate of increase in compensa
tion levels was 5.3% in both years.

1996

1995

1994

$4,282

$4,297

$7,237

14,471
(20,868)
6,374

13,429
(17,797)
4,274

14,158
(449)
(12,963)

$4,259

$4,203

$7,983

A s s u m p t io n s u s e d t o d e te r m in e t h e n e t p e n s io n e x p e n s e
o f th e C o m p a n y - s p o n s o r e d d e fin e d b e n e fit p la n s a r e a s
fo llo w s :
Year Ended December 31

1996

1995

1994

W eighted average discount rate
Rate of increase in
com pensation levels
Expected long-term rate of return
on assets

7.5%

8.5%

7.5%

5.3%

5.3%

5.3%

9.0%

9.0%

9.0%

(Dollars in thousands)

1996
Assets
Exceed
Accumulated
Benefits

Accumulated
Benefits
Exceed
Assets

Actuarial present value of benefit
obligations:
Vested benefit obligation

$163,375

$ 29,395

Accum ulated benefit obligation

$166,927

$ 29,783

$182,288
180,889

$ 30,723
16,800

Projected benefit obligation
Plan assets at fair value
Plan assets in excess of (less than)
projected benefit obligation
Unrecognized net (gain) o r loss
Prior service cost not yet recognized in
net periodic pension cost
Unrecognized net (asset) obligation at
transition
Adjustm ent required to recognize
m inim um liability
Pension asset (liability) recognized in
the balance sheet

(1,399)
(2,908)

$

(13,923)
2,734

2,884

1,097

1,836

4

—

(3,797)

413

$(13,885)

Year Ended December 31

(Dollars in thousands)

1995
Assets
Exceed
Accumulated
Benefits

Accumulated
Benefits
Exceed
Assets

Actuarial present value of benefit
obligations;
Vested benefit obligation

$117,455

$ 46,445

Accumulated benefit obligation

$124,808

$ 46,564

$138,866
148,275

$ 47,454
35,226

Projected benefit obligation
Plan assets at fair value
Plan assets in excess of (less than)
projected benefit obligation
Unrecognized net (gain) or loss
P rior service cost not yet recognized
in net periodic pension cost
Unrecognized net (asset) obligation
at transition
Adjustm ent required to recognize
m inim um liability
Pension asset (liability) recognized in the
balance sheet

9,409
(9,566)

(12,228)
107

2,812

956

2,037

171

—

(3,132)

$ 4,692

$(14,126)
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Effective with the December 31, 1996 measurement
date, the discount rate, expected long-term rate of return
on assets and mortality assumptions were revised to re
flect current market and demographic conditions. As a
result of these changes, the December 31, 1996 pro
jected benefit obligation increased by approximately
$11.0 million. These changes had no effect on the 1996
pension expense and are not expected to have a mate
rial effect on future year’s expense.
Plan assets at December 31, 1996 are invested in
fixed dollar guaranteed Investment contracts, U.S. Gov
ernment obligations, fixed income investments, guaran
teed annuity contracts and equity securities whose
values are subject to fluctuation of the securities market.

A m endm ent O f Plan
RAYCHEM CORPORATION (JUN)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Retirement Benefits
The company has noncontributory defined benefit pen
sion plans that cover substantially all U.S. employees
and a number of its employees in foreign countries. The
benefits for these plans are based primarily on years of
service and employee compensation. The company
funds these pension plans when legally or contractually
required, or earlier.
Plan assets for the U.S. and non-U.S. defined benefit
pension plans generally consist of publicly traded securi
ties, bonds, and cash investments. Amortization of prior
service cost is calculated on a straight-line basis over the
expected future years of service of the plans’ active par
ticipants.
On January 1, 1996, the U.S. plan was amended to
update the years used to calculate past service benefits.
The amendment generated an unrecognized prior serv
ice cost of $5.8 million.
Effective January 1, 1995, the company adopted
amendments to the International Pension Plan to expand
benefit coverage to include more employees. This
change resulted in an increase of $0.2 million in pension
expense for 1995 and an increase of approximately $2.5
million in the projected benefit obligation.
In 1995, the U.S. plan recognized a curtailment loss of
$1.2 million related to a transfer of Raynet employees to
the Ericsson pension plan.
The assumptions used to measure the projected bene
fit obligation and to compute the expected long-term re
turn on assets for the company’s defined benefit pension
plans are as follows:

U.S. plans:
Discount rate
Average increase in
com pensation levels
Expected long-term
return on assets
Non-U.S. plans:
Discount rates
Average increase in
com pensation levels
Expected long-term
return on assets

1996

1995

1994

7.75%

7.75%

8.25%

4.75%

4.75%

5.25%

8.5%

8.5%

9%

5.5-9.0%

5.5-9.3%

6-8.5%

4.0-6.9%

3-6.9%

4-6.9%

7.5-9.5%

7.5-10%

7.5-9.5%
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Net periodic pension cost includes the following
components:
U.S. Plans
Years ended June 30 (in thousands)
1996
1995
Service cost— benefits earned during
the period
Interest cost on projected benefit obligation
Actual (return) loss on plan assets
Net am ortization and deferral
Net periodic pension cost

$

6,319
9,206
(23,936)
18,367

$

$

9,956

$

6,105
9,009
(16,342)
9,820
8,592

Non-U.S. Plans
1994
$

6,161
8,091
165
(6,697)

$

7,720

1996

$

1995

9,151
14,113
(24,706)
12,805

$

$ 1 1 ,3 6 3

1994

9,584
13,161
(3,969)
(6,241)

$12,535

$

7,477
10,148
(14,055)
5,607

$

9,177

T h e f o llo w in g t a b le s e ts fo r th th e f u n d e d s t a t u s o f th e
p la n s :

June 30

Assets Exceed Accumulated Benefits
U.S. Plans
Non-U.S. Plans
1996
1995
1996
1995

(in thousands)

Accum ulated Benefits Exceed Assets
U.S. Plans
Non-U.S. Plans
1996
1995
1996
1995

Actuarial present value
of benefit obligations:
Vested benefit obligation $ (1 15,852)

$(103,501)

$(64,461)

$(64,030)

$(3,107)

$(3,978)

$(42,288)

$(43,820)

Accumulated benefit
obligation

$(118,120)

$(108,949)

$(65,434)

$(65,111)

$(3,107)

$(4,027)

$(44,038)

$(45,855)

Projected benefit
obligation
Plan assets at fa ir value

$(126,976)
122,169

$(118,013)
110,652

$(116,374)
142,693

$(121,614)
120,735

$(6,641)
—

$(7,702)
—

$(51,387)
—

$(54,377)
744

(4,807)

(7,361)

26,319

(879)

(6,641)

(7,702)

(51,387)

(53,633)

10,312

17,170

(27,326)

(1,167)

(504)

818

(5,931)

(4,798)

(127)

(1,668)

(6,967)

(8,169)

614

645

(444)

(477)

10,599

8,150

2,728

3,055

6,237

5,247

_

_

(2,813)

(3,033)

$(3,107)

$(4,025)

$(57,762)

$(58,908)

Plan assets more (less)
than projected benefit
obligation
Unrecognized net loss
(gain)
Unrecognized net transition
(asset) liability
Unrecognized prior
service cost
Adjustm ent required to
recognize additional
m inim um liability
Prepaid (accrued)
pension cost

—
$15,977

$16,291

$(5,246)

C urtailm ent G ains/Losses
GENCORP INC. (NOV)

$(7,160)

plan assets are invested in short-term investments, listed
stock and bonds.
The components of net pension costs (income) are as
follows:

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Dollars in millions)
Note I (In Part): Employee Benefit Plans
Pension Plans—The Company has a number of defined
benefit pension plans which cover substantially all sala
ried and hourly employees. Normal retirement age gen
erally is 65, but certain plan provisions allow for earlier
retirement. The Company’s funding policy is consistent
with the funding requirements of federal law. The pen
sion plans provide for pension benefits, the amounts of
which are calculated under formulas principally based on
average earnings and length of service for salaried em
ployees and under negotiated non-wage based formulas
for hourly employees. The majority of the Company’s

Service cost-benefits earned
during the period
Interest cost on projected
benefit obligation
Actual return on assets
Net am ortization and deferral
Curtailm ent effect
Net Pension Costs (Incom e)

Years ended November 30
1994
1995
1996

$17

$18

$21

125
(314)
163
15

117
(325)
184
—

118
13
(161)

$(6)

$ (9 )

$6
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During 1996, a special retirement program was offered
to encourage early retirements among certain salaried
employees. Also during 1996, the Company sold its Re
inforced Plastics and Vibration Control business units.
These events resulted in a curtailment charge of $15 mil
lion during the year.

Termination Of Plan

Actuarial Assumptions

Employee Benefit Plans

(Dollars In millions)
Discount rate
Salary progression1
Long-term rate of return2
Increase (Decrease) in
projected benefit
obligations fro m assum ption
changes

Years ended November 30
1994
1995
1996
7¾ %
4½ %
8¾ %

7½ %
4%
9%

8%
5%
9%

$(17)

$44

$ -

1

No benefit escalation assum ption beyond negotiated benefits is
assumed fo r the hourly plans.

2

Excludes a variable annuity program w ith an interest assum p
tion of 8 percent and assets of $837 m illion at November 30,
1996.

The following table presents the funded status of the
plans:
A t November 30
1996
1995

(Dollars in millions)
Plan assets at fa ir value

$2,074

$1,871

Actuarial present value of plan benefits:
Vested
Non-vested

$1,670
42

$1,576
51

1,712
35

1,627
40

Accumulated benefit obligation
Effect of projected salary increase
Projected benefit obligation

$1,747

$1,667

Overfunded plans
Unamortized balances:
Transition assets
Plan am endm ents
Experience gains
M inim um funding liability

$

$

Prepaid Pension Cost (Included in
Investm ents and Other Assets)

$

327

204

(27)
30
(223)

(31)
33
(90)

(4)

(6)

103

$

110

The Company also sponsors a number of defined con
tribution pension plans. Participation in these plans is
available to substantially all salaried employees and to
certain groups of hourly employees. Company contribu
tions to these plans are based on either a percentage of
employee contributions or on a specified amount per
hour based on the provisions of each plan. The cost of
these plans was $10 million in 1996, $11 million in 1995
and $12 million in 1994. The Company funds its contri
bution to the salaried plan with either GenCorp common
stock or cash.

TYLER CORPORATION (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Forest City maintains a profit-sharing plan for the benefit
of eligible employees of Forest City. Forest City’s annual
contribution to the profit-sharing plan was $90,000 In
1996, 1995 and 1994. The amount of Forest City’s con
tribution to the profit-sharing plan is determined by its
board of directors but may not exceed 15% of the aggre
gate compensation paid by Forest City to eligible em
ployees for any plan year.
A defined contribution pension plan and a defined con
tribution profit-sharing plan are in effect covering sub
stantially all the employees of IFS. The profit-sharing
plan includes a 401(k) salary-deferral plan [“401(k)”]. The
pension contributions are determined as a percentage of
each participating employee’s compensation. The profitsharing contributions are made at the board of directors’
discretion. Contributions to the 401 (k) are in the form of
employee-salary deferrals which may be subject to em
ployer-matching contributions up to a specified limit.
IFS’s contributions to the pension plan in 1996, 1995 and
1994 were $779,000, $791,000 and $810,000, respec
tively. In addition, IFS’s contributions to the profit-sharing
plan in 1996, 1995 and 1994 were $227,000, $266,000
and $315,000, respectively.
Prior to TPI’s sale of assets to Ransom on December
1, 1995, the Company maintained a defined benefit pen
sion plan (the “Plan”) which provided income and death
benefits for certain employees of the Company and em
ployees of TPI. The benefits were generally based on fi
nal average salary and years of service. The Company’s
policy was to fund net pension cost accrued. However,
the Company would not contribute an amount less than
the minimum funding requirements of the Employee Re
tirement Income Security Act of 1974 or more than the
maximum tax-deductible amount.
In connection with TPI’s sale of assets to Ransom and
pursuant to the terms of the acquisition agreement
among the Company, TPI and Ransom (the “Acquisition
Agreement”), the Company froze benefit accruals for all
TPI employees on December 1, 1995, and transferred
the benefit obligation relating to the TPI employees and
the related assets to a new plan established by Ransom
(the “Ransom Plan”) in April 1996. The assets trans
ferred to the Ransom Plan consisted principally of pub
licly traded stocks and bonds, U.S. government
securities and 251,200 shares of the Company’s com
mon stock. The assets remaining in the Company’s Plan
were invested in short-term fixed income securities. As a
result, the Company recognized an accrued curtailment
gain in 1995 of approximately $2,700,000. The curtail
ment gain reduced the loss on disposal of discontinued
operations in 1995, and the related prepaid asset is in
cluded in the balance sheet at December 31, 1995.
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Subsequent to the asset and obligation transfer to the
Ransom Plan, the Company terminated the Plan on June
30, 1996, and determined that the remaining Plan assets
exceeded the obligation relating to the remaining partici
pants. As a result, the Plan was amended to provide a
“pro rata benefit increase” as described in section
4980(d)(3) of the Internal Revenue Code of 1986. This
amendment allows the excise tax associated with the ex
cess asset reversion to be 20% rather than 50%. The
Company received a favorable determination letter from
the IRS in November 1996 relating to the termination of
the Plan including the terms of the pro rata benefit in
crease. As a result of the amendment and termination of
the Plan, the Company received cash and recorded in
come from reversion of excess assets from a defined
benefit pension plan of approximately $2,300,000 and
accrued an excise tax liability of approximately $465,000
in December 1996. In addition, the Company also re
corded a settlement loss of approximately $3,700,000
and reduced the related prepaid pension asset in accord
ance with Statement of Financial Accounting Standards
No. 88 — “Employers’ Accounting for Settlements and
Curtailments of Defined Benefit Pension Plans and for
Termination of Benefits.” These two events, the income
reversion and the settlement of the pension plan, re
sulted in a net charge of $1,865,000. Final distributions
were paid to all remaining participants in the form of
lump-sum settlements. No assets or liabilities of the Plan
remained at December 31, 1996. In addition, no pension
cost was recorded in 1996.

P O S T R E T IR E M E N T H E A L T H C A R E A N D
L IF E IN S U R A N C E B E N E F IT S
Paragraph 74 of Statement of Financial Accounting
Standards No. 106 specifies the information that should
be disclosed for postretirement health care and life insur
ance benefits. Required disclosures include the assumed
health care cost trend rate used to calculate the ex
pected cost of benefits and the assumed actuarial as
sumption rates. Many of the survey companies providing
postretirement benefits disclosed a health care cost
trend rate and a discount rate while only a few disclosed
a rate of compensation increase or expected rate of
return.
Of the 386 survey companies disclosing the health
care cost trend rate used to measure the expected cost
of postretirement benefits, 336 disclosed one rate for all
employees and 50 disclosed two rates — the rate for
employees under age 65 and the rate for employees age
65 and over. Table 3-11 shows the rates used by the
survey companies in 1996.

Examples of postretirement benefit disclosures follow.
TABLE 3-11: HEALTH CARE COST TREND RATE-1996
%

All
Employees

Employees
Under
Age 65

5 .5 o r l e s s .............................................................. . . . .
6 - 6 .5 .............................................................................. . . . .
7 - 7 . 5 .............................................................................. . . . .
8 - 8 . 5 ............................................................................. . . . .
9 - 9 . 5 .................................................................................. . . .
1 0 - 1 0 . 5 ...................................................................... . . . .

Employees
Age 65
And Over

1 3
20

3
3

55
69

6
6

85

15

56

3

1 1 - 1 1 . 5 ......................................................................... . . . . 2 0
1 2 - 1 2 . 5 .......................................................................... . . . 1 2
1 3 - 1 3 . 5 .......................................................................... . . .
4
1 4 o r g r e a t e r ........................................................... . . .
2

9
4

—

1

—

50

50

C o m p a n i e s D is c lo s in g R a t e . . . . 3 3 6

—

8
10
13
11
5
3
—
—

ABBOTT LABORATORIES (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 5 - Retirement Plans
(dollars in thousands)
Retirement plans consist of defined benefit, defined con
tribution, and medical and dental plans.

The Company provides certain medical and dental
benefits to qualifying domestic retirees. Net postretire
ment health care cost includes the following compo
nents:
Service cost - benefit earned
during the year
Interest cost on accumulated
postretirem ent benefit
obligations
Return on assets
Net am ortization and deferral
Net postretirem ent health
care cost

1996

1995

1994

$28,302

$21,328

$27,605

40,822
(9,372)
7,128

$66,880

36,412
(16,798)
11,980

$52,922

35,578
810
(1 ,561)

$62,432
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The plans’ funded status at December 31 was as
follows:

Actuarial present value of
benefit obligations Retirees
Fully eligible active
participants
Other active participants
Accum ulated postretirem ent
benefit obligations
Plans’ assets at fa ir value,
principally listed securities

1996

1995

1994

$196,800

$174,782

$164,153

138,564
264,267

131,669
250,518

113,128
186,778

599,631

556,969

464,059

(In millions)
87,719

Accumulated postretirem ent
benefit obligations in excess
of plans’ assets
(511,912)
152,030
Unrecognized net loss
Accrued postretirem ent
health care cost

Cash from excess pension assets of $30.5 million in
1996 and $17.5 million in 1995 was transferred pre-tax
under Section 420 of the Internal Revenue Code from
the Company’s defined benefit pension plans to the
Company. The Internal Revenue Code permits transfers
annually of an amount not to exceed the Company’s ac
tual expenditures on retiree health care benefits. While
not affecting reported operating profit, cash flow in
creased by the after-tax effect of the transferred amount.
Components of postretirement benefit expenses in
cluded the following;

$(359,882)

95,530

94,297

(461,439)
168,307

(369,762)
129,477

$(293,132)

$(240,285)

Service cost-benefit earned
during the year
Interest cost on benefits earned
in p rio r years
Expected return on plan assets
Net am ortization of
unrecognized am ounts
Postretirem ent benefit expense

The discount rate and expected long-term rate of return
on assets assumptions are identical to those used for the
Company’s major defined benefit plan. A 6 percent an
nual rate of increase in the per capita cost of covered
health care benefits was assumed for 1997. This rate is
assumed to decrease to 5 percent in 1998 and remain at
that level thereafter. A one-percentage-point increase in
the assumed health care cost trend rates would increase
the accumulated postretirement benefit obligations as of
December 31, 1996 by approximately $96,900 and the
total of the service and interest cost components of net
postretirement health care cost for the year then ended
by approximately $16,800.
The Company provides certain other postemployment
benefits, primarily salary continuation plans, to qualifying
domestic employees, and accrues for the related cost
over the service lives of the employees.
ALLEGHENY TELEDYNE INCORPORATED (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 9 (In Part): Pension Plans and Other
Postemployment Benefits
Other Postretirement Benefit Plans
The Company sponsors several defined benefit postre
tirement plans covering certain salaried and hourly em
ployees. The plans provide health care and life insur
ance benefits for eligible retirees. In certain plans,
Company contributions towards premiums are capped
based on the cost as of a certain date thereby creating a
defined contribution.

1996

$ 7.9

Expense (Incom e)
1994
1995

$ 6.9

$ 7.4

46.1
(6.5)

46.7
(4.7)

42.2
(2.7)

2.3

0.5

(0.8)

$49.8

$49.4

$46.1

Actual return on plan assets was $5.4 million in 1996,
$4.8 million in 1995 and $2.7 million in 1994. Discount
rates of 7.5% in 1996, 7.7% in 1995 and 7.5% in 1994
were used in determining the postretirement benefit ex
pense.
The annual assumed rate of increase in the per capita
cost of covered benefits (the health care cost trend rate)
for health care plans was 9.03% in 1996 and was as
sumed to decrease to 5.25% percent in the year 2002
and remain at that level thereafter. The health care cost
trend rate assumption had a significant effect on the
amounts reported. If the assumed health care cost trend
rates were increased by one percentage point in each
year, this would increase the accumulated postretirement
benefit obligation (APBO) for health care plans at De
cember 31, 1996 by $70.1 million and the postretirement
benefit expense for 1996 by $7.6 million.
The following table sets forth the postretirement bene
fit plans’ combined funded status reconciled with the
amounts recognized in the balance sheet:
(In millions)
Accum ulated postretirem ent
benefit obligation:
Retirees
Other fu lly eligible plan participants
Other active plan participants
Total accumulated postretirem ent
benefit obligation
Less plan assets at fa ir value,
prim arily investm ent in lim ited
partnership funds
Accumulated postretirem ent benefit
obligation in excess of plan assets
Unrecognized net loss
Unrecognized prio r service cost
Accrued postretirem ent benefit cost

1996

1995

$441.7
72.5
121.9

$482.4
82.4
134.4

636.1

699.2

52.5

45.6

583.6
(35.1)
19.0

653.6
(82.3)
(7.4)

$567.5

$563.9
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The Company intends to make transfers of excess
pension assets to the extent and for each year permitted
under Section 420 of the Internal Revenue Code. Under
the assumptions set forth above and assuming that the
expiration date of Section 420 of the Internal Revenue
Code is deferred, the present value of excess pension
assets available for transfer under Section 420 is suffi
cient to fund more than 50% of the present value of the
accumulated postretirement benefit cost of the Company
as a whole including those attributable to each of its sub
sidiaries.
The Company’s Chairman, President and Chief Execu
tive Officer serves on the advisory board of the limited
partnership funds.
The discount rate used in determining the APBO were
7.25% at December 31, 1996 and 7.2% at December 31,
1995. The expected long-term rate of return on plan as
sets ranged from 9% to 15% in 1996 and 1995.

The status of the plans was as follows:
1996

December 31,
1995

1994

$(347)

$(403)

$(386)

(17)
(147)

(17)
(159)

(13)
(118)

Plan assets at fa ir value

(511)
89

(579)
74

(517)
41

Accumulated postretirem ent
benefit obligation in excess
of plan assets
Unrecognized p rio r service cost
Unrecognized net (gain) losses

(422)
5
(56)

(505)
3
38

(476)
1
10

$(473)

$(464)

$(465)

Dollars in Millions
Accumulated postretirem ent
benefit obligation:
Retirees
Fully eligible active plan
participants
Other active plan participants

Accrued postretirem ent benefit
expense

BRISTOL-MYERS SQUIBB COMPANY (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 14. Postretirement Benefit Plans Other Than
Pensions
The company provides comprehensive medical and
group life benefits to substantially all U.S. retirees who
elect to participate in the company’s comprehensive
medical and group life plans. The medical plan is con
tributory. Contributions are adjusted periodically and vary
by date of retirement and the original retiring company.
The life insurance plan is non-contributory.
Cost for the company’s postretirement benefit plans in
cluded the following components:
Dollars in Millions
Service cost— benefits earned
during the year
Interest cost on accumulated postretirem ent benefit obligation
Actual earnings on plan assets
Net am ortization and deferral
Net postretirem ent benefit
expense

Year Ended December 31,
1996
1995
1994

$ 9

$ 8

$ 9
37
—

34

41

(13)
6

(11)
7

$36

$45

(2)
$44

For measurement purposes, an annual rate of increase
in the per capita cost of covered health care benefits of
8.4% for participants under age 65 and 7.4% for partici
pants age 65 and over was assumed for 1997; the rate
was assumed to decrease gradually to 5.0% in 2007 and
to remain at that level thereafter. Increasing the assumed
medical care cost trend rates by 1 percentage point in
each year would increase the accumulated postretire
ment benefit obligation as of December 31, 1996 by $25
million and the aggregate of the service and interest cost
components of net postretirement benefit expense for
the year then ended by $2 million. The weighted-average
discount rate used in determining the accumulated pos
tretirement benefit obligation was 7.8% in 1996, 7.3% in
1995 and 8.8% in 1994.
Plan assets principally consist of equity securities and
fixed income securities. The expected long-term rate of
return on plan assets was 10.0% in 1996, 1995 and
1994.
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DEAN FOODS COMPANY (MAY)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Dollaramounts in thousands
9 (In Part): Employee Benefit Plans
Postretirement Benefits - The Company provides health
care and life insurance benefits to certain of its retired
employees and eligible dependents. Employees are eli
gible for such benefits subject to minimum age and serv
ice requirements. Eligible employees that retire before
the normal retirement age, along with their dependents,
are entitled to benefits on a shared contribution basis.
Substantially all benefits terminate at age sixty-five. The
Company retains the right to modify or eliminate these
benefits.
Effective May 31, 1993, the Company implemented
Statement of Financial Accounting Standards No. 106,
“Employers’ Accounting for Postretirement Benefits
Other than Pensions,” which requires recognition of the
cost of postretirement benefits on the accrual basis
rather than the cash basis, which was the Company’s
previous accounting policy. The cumulative effect of the
accounting change resulted in a non-cash charge of
$1,027 (net of $657 of taxes) or $.03 per share which
represents the accumulated postretirement benefit obli
gation (APBO) existing at May 31, 1993. Additionally, in
connection with the Birds Eye acquisition, the Company
assumed a postretirement obligation of $4,252 which
was recorded as part of the acquisition accounting.
Net periodic postretirement benefits expense was
$704, $1,140 and $508 in 1996, 1995 and 1994, respec
tively. The components of expense follows:
1996

1995

1994

589
551

$237
271

$1,140

$508

Service cost of benefits earned
Interest cost on liability

$273
431

$

Net periodic postretirem ent
benefit cost

$704

As a result of changes in employee benefit plans during
fiscal 1996, postretirement medical benefits for certain
union plans were eliminated resulting in a curtailment
gain of $3,994.
The following table summarized the postretirement
benefit liability:
Retirees
Fully eligible active participants
Other active participants
Total
Unrecognized net gain
Accrued postretirem ent benefits

1996

1995

$2,151
280
764

$1,699
161
3,668

3,195
1,095

5,528
2,052

$4,290

$7,580

The accumulated postretirement benefit obligation was
determined using a weighted average discount rate of
8.0% in fiscal 1996 and 1995, and an assumed compen
sation increase of 5.0%. The health care cost trend rates
were assumed to be 8.0% in 1996, gradually declining to
5.0% over six years and remaining at that level thereaf
ter. In 1995 the cost trend rates were assumed to be
10.5%, gradually declining to 5.5% over ten years. The
health care cost trend rate assumption has a significant
effect on the amounts reported. For example, a 1% in
crease in the health care cost trend rate would increase
the accumulated postretirement benefit obligation by
$170 at May 2 6 , 1996, and the net periodic cost by $21.
DEERE & COMPANY (OCT)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Postretirement Benefits Other than Pensions
The company generally provides defined benefit health
care and life insurance plans for retired employees in the
United States and Canada. Provisions of the benefit
plans for hourly employees are, in large part, subject to
collective bargaining. The plans for salaried employees
include certain cost-sharing provisions. It is the com
pany’s policy to fund a portion of its obligations for the
United States postretirement health care benefit plans
under provisions of Internal Revenue Code Section
401(h). Plan assets consist primarily of common stocks,
common trust funds, government securities and corpo
rate debt securities.
The components of net periodic postretirement bene
fits cost and the significant assumptions for the United
States and Canadian plans consisted of the following in
millions of dollars and in percents:
1996

1995

1994

Health Care
Service cost
Interest cost
Return on assets:
Actual gain
Deferred gain (loss)
Net am ortization

$61
135

$55
122

$54
117

(37)
17
(23)

(30)
15
(40)

(10)
(44)

Net cost

(4)

153

122

113

Life Insurance
Service cost
Interest cost
Net am ortization

3
17
1

3
16

3
15

Net cost

21

19

18

$174

$141

$131

Discount rates fo r obligations
7.75%
Discount rates fo r expense
7.75%
Expected long-term rate of return 9.7%

7.75%
8.25%
9.7%

8.25%
7.5%
9.7%

Total net cost
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A reconciliation of the funded status of the United
States and Canadian plans at October 31 in millions of
dollars follows:
1996

1995

Health
Life
Care Insurance

Health
Life
Care Insurance

Accumulated postretirem ent
benefit obligations
Retirees
$(1,279)
Fully eligible active plan
participants
(226)
Other active plan participants
(365)
Total
Plan assets at fa ir value
Accumulated postretirem ent
benefit obligation in
excess of plan assets
Unrecognized net loss
P rior service credit not yet
recognized in net periodic
postretirem ent benefits
cost
Postretirem ent benefit
liability recognized in
the consolidated
balance sheet

$(147)

$(1,167)

$(139)

(34)
(54)

(225)
(369)

(29)
(55)

(1 ,870)
271

(235)

(1,761)
192

(223)

(1,599)
108

(235)
33

(1,569)
143

(223)
32

Details of cost for principal retiree benefit plans follow:
Cost of retiree benefit plans
(In millions)

1996

1995

1994

Retiree health plans
Service cost fo r benefits earned
Interest cost on benefit obligation
Am ortization

$ 77
166
—

$ 73
189
(12)

$ 78
191

243

250

265

16
106
(225)
93
12

13
108
(329)
206
1

24
105
(2)
(120)
8

2

(1)

15

Retiree health plan cost
Retiree life plans
Service cost fo r benefits earned
Interest cost on benefit obligation
Actual return on plan assets
Unrecognized portion of return
Am ortization
Retiree life plan cost (incom e)

(30)

$(1,521)

(1)

$(203)

$245

$249

$280

Funding policy for retiree health benefits is generally to
pay covered expenses as they are incurred. GE funds
retiree life insurance benefits at its discretion and within
limits imposed by tax laws.

(91)

$(1,517)

Total cost

(4)

$(191)

The annual rate of increase in the per capita cost of cov
ered health care benefits (the health care cost trend rate)
used to determine 1996 cost was assumed to be 9.2 per
cent for 1997, decreasing gradually to 4.55 percent by
the year 2003. The rate used to determine 1995 cost
was assumed to be 9.1 percent for 1996, decreasing
gradually to 4.5 percent by the year 2001. The rate used
to determine 1994 cost was assumed to be 8.2 percent
for 1995, decreasing gradually to 4.5 percent by the year
2001. An increase of one percentage point in the as
sumed health care cost trend would increase the accu
mulated postretirement benefit obligations at October 31,
1996 by $213 million and the net periodic postretirement
benefits cost for the year then ended by $26 million.
GENERAL ELECTRIC COMPANY
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
7. Retiree Health and Life Benefits
GE and its affiliates sponsor a number of retiree health
and life insurance benefit plans. Principal retiree benefit
plans are discussed below; other such plans are not sig
nificant individually or in the aggregate.
Principal retiree benefit plans generally provide health
and life insurance benefits to employees who retire un
der the GE Pension Plan with 10 or more years of serv
ice. Retirees share in the cost of their health care
benefits. Benefit provisions are subject to collective bar
gaining. At the end of 1996, these plans covered ap
proximately 250,000 retirees and dependents.

Funded status of retiree benefit plans
December 31 (In millions)
Market-related value of assets
Accum ulated postretirem ent
benefit obligation

1996

1995

$1,487

$1,430

3,954

4,089

The market-related value of assets of retiree life plans
recognized market appreciation or depreciation in the
portfolio over five years, a method that reduces the
short-term impact of market fluctuations.
Plan assets are held in trust and consist mainly of
common stock and fixed-income investments. GE com
mon stock represents about 3% of trust assets.
An analysis of amounts shown in the Statement of
Financial Position is shown below.
Retiree benefit liability/asset
December 31

(In millions)

Health plans
1996
1995

1996

Life plans
1995

Accumulated postretirem ent
benefit obligation
Retirees and dependents
$1,889
Employees eligible to retire
86
Other employees
440

$1,984
95
451

$1,305
45
189

$1,314
53
192

2,415

2,530

1,539

1,559

(41)
109
(1,682)

(199)
119
(1,556)

$(75)

$(7 7)

Add (deduct) unamortized
balances
Experience losses
Plan am endm ents
Current value of tru s t assets
Retiree benefit liability
(prepaid asset)

(195)
157
—

$2,377

(292)
177
—

$2,415
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Actuarial assumptions and techniques used to deter
mine costs and benefit obligations for principal retiree
benefit plans are shown below.

The 1996 and 1995 postretirement benefit liability re
corded in the Consolidated Balance Sheets consists of;
1996

Actuarial assum ptions
December 31

1996

1995

Discount rate
Compensation increases
Health care cost trend (a)
Return on assets fo r the year

7.5%
4.5
8.0
9.5

7.0%
4.0
8.5
9.5

(a) Gradually declining to 5.0% after 2002.

Increasing the health care cost trend rates by one per
centage point would not have had a material effect on
the December 31, 1996, accumulated postretirement
benefit obligation or the annual cost of retiree health
plans.
Experience gains and losses, as well as the effects of
changes in actuarial assumptions and plan provisions,
are amortized over employees’ average future service
period.
HARSCO CORPORATION (DEC)

(In thousands)

Health
Care

Life
Insurance

Total

Current retirees
Future retirees

$2,550
415

$2,584
849

$5,134
1,264

2,965
888

3,433
1,276

6,398
2,164

$3,853

$4,709

$8,562

Accumulated benefit obligation
Unrecognized gain
Accumulated postretirem ent
benefit liability

1995

(In thousands)

Health
Care

Life
Insurance

Total

Current retirees
Future retirees

$2,947
271

$2,452
942

$5,399
1,213

3,218
1,100

3,394
1,219

6,612
2,319

$4,318

$4,613

$8,931

Accumulated benefit obligation
Unrecognized gain
Accumulated postretirem ent
benefit liability

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
11 (In Part): Employee Benefit Plans
Postretirement Benefits
The Company has postretirement life insurance benefits
for a majority of employees, and postretirement health
care benefits for a limited number of employees mainly
under plans related to acquired companies. The cost of
life insurance and health care benefits is accrued for cur
rent and future retirees and is recognized as determined
under the projected unit credit actuarial method. Under
this method, the Company’s obligation for postretirement
benefits is to be fully accrued by the date employees at
tain full eligibility for such benefits. The Company’s pos
tretirement health care and life insurance plans are un
funded.
The postretirement benefit expense (health care and
life insurance) is (in millions) $0.2, $0.2 and $0.5 for
1996, 1995 and 1994, respectively. The components of
these expenses are not shown separately as they are
not material.

T h e a c tu a r ia l a s s u m p t io n s
b e n e fit p la n s a re :

(Dollars in thousands)

used

fo r

p o s t r e t ir e m e n t

1996

1995

1994

Assumed discount rate
7.5%
Health care cost trend rate
9.1%
Decreasing to ultim ate rate
5.5%
Effect of one percent increase in
health care cost trend rate;
On cost com ponents
$29
On accum ulated benefit obligation $223

7.0%
9.5%
5.5%

7.5%
12.4%
6.0%

$32
$241

$25
$287

It is anticipated that the health care cost trend rate will
decrease from 9.1% in 1997 to 5.5% in the year 2005.
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THE INTERLAKE CORPORATION (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Dollar amounts in thousands)
Note 10—Postretirement Benefits Other Than Pensions
The following table sets forth the status of the Com
pany’s various postretirement medical and life insurance
benefit plans, reconciled to the accrued cost for postre
tirement medical and life insurance benefits recognized
in the Company’s year-end balance sheet. The 1995
amounts Include balances of the since-disposed of pack
aging businesses.

Accumulated postretirem ent
benefit obligation;
Retirees
Fully eligible active plan participants
Other active plan participants
Total accumulated postretirem ent
benefit obligation
Unrecognized p rio r service cost
Unrecognized gain
Accrued postretirem ent benefit cost

1996

1995

$14,985
195
771

$23,017
2,403
2,082

15,951
687
6,243

27,502
2,013
4,996

$22,881

$34,511

N e t p e r io d ic p o s t r e t ir e m e n t b e n e fit c o s t o f c o n t in u in g o p 
e r a tio n s in c lu d e d th e fo llo w in g c o m p o n e n ts :
1996
Service cost on benefits earned
Interest cost on accumulated
postretirem ent benefit
obligation
Am ortization of unrecognized
p rio r service cost
Am ortization of unrecognized
gain
Net periodic postretirem ent
benefit cost charged
to results fro m continuing
operations
Favorable adjustm ent due to
elim ination of medical and
life insurance benefits
Net effect charged to results
from continuing operations

$

96

1994

1995
$

148

$

188

1,243

1,756

1,766

(169)

(115)

(116)

(1 ,558)

(291)

(118)

(398)

(1,593)

$(1,991)

1,498

—

$1,498

1,720

—

$1,720

Based on a review of postretirement life insurance and
medical claims costs experience in 1996, the Company
changed the assumptions used to calculate the accumu
lated postretirement benefit obligation. The annual rate
of increase of per capita claims cost was changed from
12% in 1996, decreasing by 1% per year to 6% in 2002,
to 7% in 1996, decreasing by ½ % per year to 5% in

2000 and remaining at that level thereafter. In addition,
the method for estimating expected future medical claims
was revised to reflect recent claims experience. The pre
vious estimate applied a weighting factor to recent expe
rience. These actuarial assumption changes resulted in a
favorable expense adjustment of $2,297 to operating in
come. In 1996, the Company also changed its method of
amortizing unrecognized actuarial gains and losses with
respect to its postretirement benefits, as described in
Note 5. The weighted-average discount rate used in de
termining the accumulated postretirement benefit obliga
tion was 7.5% at December 29, 1996 and December 31,
1995. The rate of compensation increase used to meas
ure the accumulated postretirement benefit obligation for
the death benefit plans was 4% in both 1996 and 1995.
If the health care cost trend rate were increased 1%,
the accumulated postretirement benefit obligation as of
December 29, 1996 would have increased by 5%. The
effect of this change on the aggregate of service and in
terest cost for 1996 would be an increase of 5%.
In 1996, the Company eliminated postretirement medi
cal and life insurance benefits for which certain active
domestic employees could have become eligible. After a
one-time cash payment of $1,012, the Company re
corded a favorable expense adjustment to income from
continuing operations of $1,593. The provision for pos
tretirement benefits other than pensions included in oper
ating income was $117, $760 and $842 in 1996, 1995,
and 1994, respectively. The provision for such costs in
cluded in nonoperating income was $(515), $738, and
$878 in 1996, 1995, and 1994, respectively.
NORTHWESTERN STEEL AND WIRE COMPANY
(JUL)
NOTES TO FINANCIAL STATEMENTS
(dollaramounts in th ousands)
Employee Benefit Plans (In Part)
Postretirement Health Care and Life Insurance Benefits
The postretirement benefit expense includes the follow
ing components:
Service cost
Interest cost on accumulated
benefit obligation
Net am ortization and deferral

19 9 6

19 9 5

19 9 4

$912

$1,074

$1,177

5,370
(291)

5,329
(348)

4,754
—

$5,991

$6,055

$5,931

329

P ostretirem ent H ealth C a re A nd Life Insurance Benefits

The Company continues to fund benefit costs on a cash
basis, with retirees paying a portion of the costs. The
amounts paid for such benefits were $4.4 million, $5.4
million, and $5.1 million for the fiscal years ended July
31, 1996, 1995, and 1994, respectively. The status of the
Company’s postretirement benefit obligation at July 31,
1996, and 1995 was:

Retirees and surviving spouses
Fully eligible active plan participants
Other active employees

Unrecognized am ounts
Postretirem ent benefit obligation

1996

1995

$45,224
10,650
17,453

$39,266
8,986
21,205

73,327
(5,435)
$67,892

69,457
(3,188)
$66,269

The actuarial assumptions used to determine 1996 and
1995 costs and benefit obligations include a discount
rate of 7.91% in both years. The assumed health care
cost trend rate in 1996 was 7.3% for pre-65 retirees and
6.7% for post-65 retirees declining to an ultimate rate of
4.6% over a 10-year period for both populations. The as
sumed health care cost trend used in 1995 was 7.7% for
pre-65 retirees and 7.0% for post-65 retirees declining to
an ultimate rate of 4.1% over a 10-year period for both
populations.
If the health care cost trend rate assumptions were in
creased by 1% each year, the accumulated postretire
ment benefit obligation as of July 31, 1996, would be
increased by $10,484 and the net periodic postretire
ment benefit cost for the year then ended would be in
creased by $921.
OPTICAL COATING LABORATORY, INC. (OCT)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

The postretirement plan’s benefit obligation was as fol
lows for the years ended October 31, 1996, 1995 and
1994:
(Amounts in thousands)
Accumulated postretirem ent
benefit obligation:
Retirees
Fully eligible plan participants
Other active plan participants

1996

1995

1994

$1,058
336
756

$1,012
243
744

$894
175
590

Total accumulated postretirem ent
2,150
benefit obligation (unfunded)
(279)
Unrecognized loss
Accrued postretirem ent benefit
obligation

$1,871

1,999
(227)

$1,772

1,659
(91)

$1,568

The following components were included in net periodic
postretirement benefit cost for the years ended October
31, 1996, 1995 and 1994:
(Amounts in thousands)
Service-cost benefits earned
during the period
Interest cost on accumulated
postretirem ent benefit
obligation
Net am ortization and deferral
Net postretirem ent benefit cost

1996

1995

1994

$ 69

$ 50

$ 59

141
55

133

120

$265

$183

$179

Because the Company has established a maximum
amount it will pay per retiree under the plan, health care
cost trends do not affect the calculation of the accumu
lated benefit obligation or the net postretirement benefit
cost. The weighted average discount rate used in deter
mining the accumulated benefit obligation was 8.0% in
1996, 7.25% in 1995 and 8.0% in 1994.

9. Postretirement Benefits Other Than Pensions
The Company sponsors a contributory defined benefit
postretirement plan for its U.S. operations which pro
vides medical, dental and life insurance benefits to em
ployees who meet age and years of service require
ments prior to retirement and who agree to contribute a
portion of the cost. The Company has the right to modify
or terminate these benefits at any time.
The Company’s contribution is a set amount per retiree
depending on the retiree’s years of service and depend
ent status at the date of retirement and the age of the re
tiree and dependents when benefits are provided. Cost
increases are paid by the retiree.

TRW INC. (DEC)
NOTES TO FINANCIAL STATEMENTS
Postretirement Benefits Other Than Pensions
The company provides health care and life insurance
benefits for a majority of its retired employees in the
United States and Canada. The health care plans pro
vide for cost sharing, in the form of employee contribu
tions, deductibles, and coinsurance, between the com
pany and its retirees. The postretirement health care
plan covering a majority of employees who retired since
August 1, 1988, limits the annual increase in the com
pany’s contribution toward the plan’s cost to a maximum
of the lessor of 50 percent of medical inflation or 4
percent. Life insurance benefits are generally noncon
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tributory. The company’s policy is to fund the cost of pos
tretirement health care and life insurance benefits in
amounts determined at the discretion of management.
Retirees in certain other countries are provided similar
benefits by plans sponsored by their government.

CLARCOR INC.(NOV)

In millions

I. Postretirement Health Care Benefits

1996

Accumulated postretirem ent
benefit obligation
Retirees
Fully eligible active participants
Other active participants

Plan assets at fa ir value
(prim arily listed stocks and bonds)
Accumulated postretirem ent benefit
obligation in excess of plan assets
Unrecognized prio r service cost
Unrecognized net (gain) loss
Net liability recognized in the
balance sheet

In millions
Service cost
Interest cost
Actual return on plan assets
Net am ortization and deferral
Net periodic postretirem ent
benefit cost

1995

$512
35
213

$508
38
232

760

778

83

61

(677)

(717)

(6)
(35)

(7)
7

$(718)

$(717)

1996

1995

1994

$13
54

$10

$13
52

(7)

(9)
5

2
$62

54

$60

—

(3)

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Dollars in Thousands)

The Company provides certain health care benefits for
certain of the Company’s retired employees. These em
ployees become eligible for benefits if they meet mini
mum age and service requirements and are eligible for
retirement benefits. The Company has the right to modify
or terminate these benefits.
The following table sets forth the plan’s obligation and
cost at November 30, 1996 and 1995:

Accumulated postretirem ent
benefit obligation:
Retirees
Fully eligible active plan participants
Other active plan participants
Accumulated postretirem ent
benefit obligation
Unrecognized gain
Accrued postretirem ent benefit liability
Less current portion,
included in accrued liabilities

1996

1995

$2,063
13
147

$2,260

2,223
—

2,878
327

2,223

3,205

309

297

$1,914

$2,908

12
606

$62

The discount rate used in determining the accumulated
postretirement benefit obligation as of December 31,
1996 and 1995, was 7-½ percent and 7 percent, respec
tively. At December 31, 1996, the 1997 annual rate of in
crease in the per capita cost of covered health care
benefits was assumed to be 9 percent for participants
under age 65 and 8 percent for participants age 65 or
older. The rates were assumed to decrease gradually to
6 percent and 5 percent, respectively, in the year 2009
and remain at that level thereafter. At December 31,
1995, the 1996 annual rate of increase in the per capita
cost of health care benefits was assumed to be 10 per
cent for participants under age 65 and 9 percent for par
ticipants age 65 and older. The rates were assumed to
decrease gradually to 6 percent and 5 percent, respec
tively, in the year 2009 and remain at that level thereaf
ter. A one percent annual increase in these assumed
cost trend rates would increase the accumulated postre
tirement benefit obligation at December 31, 1996, by ap
proximately 12 percent and the aggregate of the service
and interest cost components of net periodic postretire
ment benefit cost for 1996 by approximately 15 percent.
The weighted average expected long-term rate of return
on plan assets was 8 percent for 1996 and 1995 and 9
percent for 1994. The trust holding the majority of the
plan assets is not subject to federal income taxes.

T h e n e t p e r io d ic p o s tr e tir e m e n t b e n e fit c o s t in c lu d e s th e
f o llo w in g c o m p o n e n t s f o r t h e t h r e e y e a r s e n d e d N o v e m 
ber 30:
1994
1996
1995
Service cost-benefits attributed
to service during the period
Interest cost on accumulated
postretirem ent benefit
obligations
Net periodic postretirem ent
benefit cost

$ 11

$ 25

$ 28

236

218

216

$247

$243

$244

During 1996, the Company entered into an irrevocable
agreement with the Healthcare Financing Administration
(HCFA), the Federal agency that oversees Medicare,
whereby certain employees and retirees of the Com
pany’s locations in Pennsylvania relinquished their rights
to receive Medicare and accepted healthcare insurance
from an insurance carrier. The HCFA entered into a con
tract with the insurance carrier to administer the health
care claims and Medicare for these employees and retir
ees. This agreement terminated the Company’s primary
responsibility to provide for the postretirment benefit obli
gation and eliminated significant risks related to the obli
gation and plan assets related to those employees and
retirees. The Company recognized a pretax gain of $672
on the curtailment of its postretirement healthcare plan
for certain employees and retirees as defined above.

P ostem p loym ent B enefits

Substantially all future health care benefit cost in
creases will be assumed by the participants, and there
fore, future increases in health care costs will not
increase the postretirement benefit obligation or cost to
the Company. The weighted average discount rate used
in determining the accumulated postretirement benefit
obligation was 7.5% in 1996 and 1995.
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costs when paid. These benefits include salary continu
ation, severance benefits, disability benefits and continu
ation of health care benefits and life insurance coverage
to former employees after employment but before retire
ment. At December 31, 1996, accrued cost for postem
ployment benefits was $32.2 (1995 - $35.8) and is in
cluded in Employee Benefit Plans.
PEPSICO, INC. (DEC)

POSTEMPLOYMENT BENEFITS
Statement of Financial Accounting Standards No. 112 re
quires that entities providing postemployment benefits to
their employees accrue the cost of such benefits. SFAS
No. 112 does not require that the amount of postemploy
ment benefits be disclosed. Accordingly, many of the
survey companies make little or no disclosure about
postemployment benefits in the years following the year
of adopting SFAS No. 112
Examples of disclosures for postemployment benefits
follow.
ARMSTRONG WORLD INDUSTRIES, INC. (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Postretirement Benefits Other Than Pensions and
Postemployment Benefits (In Part)
The company provides certain postemployment benefits
to former or inactive employees and their dependents
during the period following employment but before retire
ment.
Postemployment benefit expense totaled $3.1 million
in 1996, which included a $2.9 million credit resulting
from favorable actuarial experience with regard to as
sumed plan retirement and mortality rates. In 1995, the
company recorded a postemployment benefit expense of
$3.2 million, which included a $4.1 million credit from the
transfer of the payment responsibility for certain disability
benefits to the company’s defined-benefit pension plan.
In 1994, the company recorded a postemployment bene
fit credit of $12.2 million, which included a $14.6 million
gain related to the qualification in 1994 of long-term dis
abled employees for primary medical coverage under
Medicare.
AVON PRODUCTS, INC. (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
m illions
10 (In Part): Employee Benefit Plans
Postemployment Benefits - Effective January 1, 1994,
the Company adopted FAS No. 112, as discussed in
Note 2. FAS No. 112 requires the accrual of the cost of
postemployment benefits rather than expensing the

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 13 - Postemployment Benefits Other Than to
Retirees
Effective the beginning of 1994, PepsiCo adopted State
ment of Financial Accounting Standards No. 112 (SFAS
112), “Employers’ Accounting for Postemployment Bene
fits.” The principal effect to PepsiCo resulted from accru
ing severance benefits to be provided to employees of
certain business units who are terminated in the ordinary
course of business over the expected service lives of the
employees. Previously, these benefits were accrued
upon the occurrence of an event. Severance benefits re
sulting from actions not in the ordinary course of busi
ness will continue to be accrued when those actions oc
cur. The cumulative effect charge upon adoption of
SFAS 112, which relates to years prior to 1994, was $84
million ($55 million after-tax or $0.03 per share).
PITNEY BOWES INC. (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
11 (In Part): Nonpension Postretirement and
Postemployment Benefits
The company adopted Statement of Financial Account
ing Standards No. 112, “Employers’ Accounting for
Postemployment Benefits” (FAS 112), as of January 1,
1994. FAS 112 required that postemployment benefits
be recognized on the accrual basis of accounting. The
effect of adopting FAS 112 was a one-time non-cash, af
ter-tax charge of $119.5 million (net of $80.5 million of in
come taxes), or $.76 per share.
In 1994, as part of the company’s employee work-life
initiatives, employee input was actively sought about
benefits and It was concluded that employees prefer
benefits more closely related to their changing work-life
needs. As a result, the company significantly reduced or
eliminated certain postemployment benefits, specifically
service-related company-subsidized life insurance, sal
ary continuance and medical benefits, resulting in an af
ter-tax credit to income of $70.9 million (net of $47.7
million of income taxes). As a further outgrowth of this
study, the company also instituted, effective January 1,
1995, certain enhancements to its deferred investment
plan, including an increase in the company’s match of
employee contributions.
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THE QUAKER OATS COMPANY (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 13 (In Part): Postretirement Benefits Other Than
Pensions and Other Postemployment Benefits

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(In thousands, exceptper share amounts)

Effective July 1, 1994, the Company adopted FASB
Statement #112, “Employers’ Accounting for Postem
ployment Benefits.” This Statement requires that the ex
pected cost of other postemployment benefits be
charged to expense during the years that employees
render services. The cumulative effect of adoption was a
$6.8 million pretax charge, or $4.1 million after-tax, in the
third quarter of 1994. The adoption of the Statement has
not had a material effect on annual operating results or
cash flows since adoption, nor is it expected to have a
material effect in future years.

EMPLOYEE COMPENSATORY PLANS

TABLE 3-12: EMPLOYEE COMPENSATORY PLANS
N um ber of Com panies

1996
584
298
248
132
108
105
70
50

1995
577
269
232
141
103
123
69
47

1994
572
260
230
149
93
109
75
45

1 (In Part): Summary of Significant Accounting Policies
Stock-Based Compensation—The Company has elected
to follow Accounting Principles Board Opinion No. 25,
Accounting for Stock Issued to Employees (APB 25) and
related interpretations in accounting for its employee
stock options. Under APB 25, because the exercise price
of employee stock options equals the market price of the
underlying stock on the date of grant, no compensation
expense is recorded. The Company has adopted the dis
closure-only provisions of Statement of Financial Ac
counting Standards No. 123, Accounting for Stock-Based
Compensation (Statement 123).
7. Stock Option Plan

Effective for fiscal years beginning after December 15,
1995, Statement of Financial Accounting Standards No.
123 establishes accounting and reporting standards for
stock-based compensation plans. SFAS No. 123 encour
ages entities to use a “fair value based method” in ac
counting for employee stock-based compensation plans
but allows the “intrinsic value based method” prescribed
by APB Opinion No. 25. SFAS No. 123 amends Opinion
No. 25 to require pro forma disclosures of net income
and earnings per share as if the “fair value based
method” were used.
Table 3-12 lists the types of employee compensatory
plans, both stock based and cash awards, disclosed by
the survey companies. The “stock award” caption in Ta
ble 3-12 represents restricted stock awards, performance
awards, and bonuses paid by issuing stock. Examples of
disclosures for employee compensatory plans follow.

Stock o p tio n s ........................................
Stock a w a rd ..........................................
S a vin g s/in ve stm e n t............................
Employee stock o w n e rs h ip ..............
Stock p u rc h a s e ...................................
P ro fit-sh a rin g ........................................
Incentive co m p e n sa tio n .....................
Deferred c o m p e n s a tio n .....................

BMC INDUSTRIES, INC. (DEC)

1993
571
245
208
158
99
111
73
43

The 1994 Stock Incentive Plan (the “1994 Plan”) pro
vides for the granting of either incentive stock options or
nonqualified stock options to purchase shares of the
Company’s common stock and for other stock-based
awards to officers, directors and key employees respon
sible for the direction and management of the Company
and to non-employee consultants and independent con
tractors. At December 31, 1996, 3,809 shares of com
mon stock were reserved for issuance under the 1994
Plan and for outstanding options from the 1984 Omnibus
Stock Plan, which terminated on January 10, 1994. The
reserved shares included 1,689 shares available for
awards under the 1994 Plan.
Information relating to stock options during 1996 and
1995 is as follows;
Num ber
of Shares
Shares under option
at December 3 1 , 1994
Granted
Exercised
Forfeited

Option Price
Per Share
Average

Total
Price

(13)

$3.54
15.39
2.24
1.91

$8,344
4,538
(621)
(25)

Shares under option
at December 3 1 , 1995
Granted
Exercised
Forfeited

2,363
87
(315)
(15)

5.18
26.99
2.79
8.71

12,236
2,362
(882)
(131)

Shares under option
at December 3 1 , 1996

2,120

$6.41

$13,585

Shares exercisable
at December 3 1 , 1996

1,035

$3.04

$3,149

Shares exercisable
at December 3 1 , 1995

824

$2.47

$2,033

2,358
295
(277)
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All outstanding options were nonqualified options. No
compensation expense related to stock option grants
was recorded in 1996, 1995 or 1994 as the option exer
cise prices were equal to fair market value on the date of
grant.
At December 31, 1996, there were 5 shares outstand
ing pursuant to other stock-based awards under the
1994 Plan.
Pro forma information regarding net income and earn
ings per share is required by Statement 123, and has
been determined as if the Company had accounted for
its employee stock options under the fair value method
of that Statement. The fair value for these options was
estimated at the date of grant using a Black-Scholes op
tion pricing model with the following weighted average
assumptions for 1996 and 1995.

Risk-free interest rate
Dividend yield
Volatility factor
W eighted average expected life

1996

1995

6.210%

5.370%
0.160%
0.407
5 years

0.190%
0.387
5 years

The Black-Scholes option valuation model was devel
oped for use in estimating the fair value of traded options
which have no vesting restrictions and are fully transfer
able. In addition, option valuation models require the in
put of highly subjective assumptions including the ex
pected stock price volatility. Because the Company’s
employee stock options have characteristics significantly
different from those of traded options, and because
changes in the subjective input assumptions can materi
ally affect the fair value estimate, in management’s opin
ion, the existing models do not necessarily provide a reli
able single measure of the fair value of its employee
stock options.
For purposes of pro forma disclosures, the estimated
fair value of the options is amortized to expense over the
options’ vesting period. The Company’s pro forma net
earnings and earnings per share were as follows:

Net earnings - as reported
Net earnings - pro form a
Earnings per share - as reported
Earnings per share - pro form a
W eighted average fa ir value of options
granted during the year

1996

1995

$35,101
34,746
1.24
1.23

$24,547
24,475
0.87
0.87

11.61

6.61

Because the Statement provides for pro forma amounts
for options granted beginning in 1995, the pro forma ex
pense wilI likely increase in future years as the new op
tion grants become subject to the pricing model.

Stock Option Exercise Loan Program—The Company
maintains the Stock Option Exercise Loan Program un
der which holders of exercisable stock options may ob
tain interest-free and interest-bearing loans from the
Company to facilitate their exercise of stock options.
Such loans are evidenced by demand promissory notes
and are secured by the shares of stock. The portion of
such loans directly related to the option exercise price is
classified as a reduction of stockholders’ equity. The re
mainder is included in current assets.
BADGER METER, INC. (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 5 (In Part): Restricted Stock and Stock Option
Plans
B. Stock Option Plans
The company has three stock option plans which provide
for the issuance of options to key employees and direc
tors of the company. Each plan authorizes the issuance
of options to purchase up to an aggregate of 200,000
shares of Common Stock, with vesting periods of up to
three years and maximum option terms of ten years. As
of December 31, 1996, options to purchase approxi
mately 68,000 shares are available for issue.
The following table summarizes the transactions of the
company’s stock option plans for the three year period
ended December 31, 1996:
Num ber
of
Shares

W eightedAverage
Exercise
Price

Unexercised options outstanding December 3 1 , 1993
Options granted
Options exercised
Options forfeited

320,600
4 ,2 0 0 (37,140)
(9,000)

$
$
$
$

Unexercised options outstanding December 3 1 ,1 9 9 4
Options granted
Options exercised
Options forfeited

278,660
8 4 ,2 0 0 "“
(10,000)
(3,600)

$ 9.14
$11.25
$ 8.66
$ 8.57

Unexercised options outstanding December 3 1 , 1995
Options granted
Options exercised
Options forfeited

349,260
144,168
(49,200)
(8,468)

$ 9.64
$12.96
$ 9.22
$10.67

435,760

$10.77

403,760

$10.43

32,000

$15.00

200,400
230,060
241,610

$ 9.03
$ 9.11
$ 9.39

Unexercised options outstanding December 3 1 , 1996
Price range $8.38-$12.88
(weighted-average contractual
life of 7.1 years)
Price range $14.82-$15.82
(weighted-average contractual
life of 9.4 years)
Exercisable options December 3 1 , 1994
December 3 1 , 1995
December 3 1 , 1996

9.06
9.57
8.57
8.72
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Statement of Financial Accounting Standards No. 123
“Accounting for Stock-Based Compensation” (FAS 123)
became effective for the company in 1996. As allowed by
FAS 123, the company has elected to continue to follow
Accounting Principles Board Opinion No. 25, “Accounting
for Stock Issued to Employees” (APB 25) in accounting
for its stock option plans. Under APB 25, the company
does not recognize compensation expense on the issu
ance of its stock options because the option terms are
fixed and the exercise price equals the market price of
the underlying stock on the grant date.
As required by FAS 123, the company has determined
the pro-forma information as if the company had ac
counted for stock options granted since January 1 , 1995,
under the fair value method of FAS 123. The BlackScholes option pricing model was used with the following
weighted-average assumptions for 1996 and 1995; risk
free interest rates of 5.5% and 7.4%; dividend yield of
3%; expected Common Stock market price volatility fac
tor of .168; and a weighted-average expected life of the
options of three to five years. The weighted-average fair
value of options granted in 1996 and 1995 was $2.11
and $2.36 per share, respectively. The pro-forma effect
of these options on net earnings, primary and fully di
luted earnings per share was not material. These pro
forma calculations only include the effects of 1995 and
1996 grants. As such, the impacts are not necessarily in
dicative of the effects on reported net income of future
years.
C.R. BARD, INC. (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
1 (In Part): Significant Accounting Policies
Stock-Based Compensation
Stock-based compensation is recognized using the in
trinsic value method. For disclosure purposes, pro-forma
net income and earnings per share are provided as if the
fair value method had been applied.

7 (In Part): Shareholders’ Investment
The company has stock option, stock award and re
stricted stock plans under which certain directors, offi
cers and employees are participants. In 1996,
shareholders of the company approved the addition of
1,550,000 shares to the 1993 Long-term Incentive Plan.
At December 31, 1996, 1,240,170 shares were reserved
for issuance under all company plans.
Under the company’s stock option plans, options have
been granted to certain directors, officers and employees
at prices equal to the market value of the shares at the
date of grant, become exercisable in four annual install
ments and expire not more than 10 years after the date
of grant.
In accordance with Statement of Financial Accounting
Standards No. 123, “Accounting for Stock-Based Com
pensation” (“FAS 123"), which was effective as of Janu
ary 1, 1996, the fair value of option grants is estimated
on the date of grant using the Black-Scholes option-pric
ing model for proforma footnote purposes with the follow
ing assumptions used for grants in all years; dividend
yield of 2%, risk-free interest rate of 6.67% and expected
option life of 4.4 years. Expected volatility was assumed
to be 33% in 1995 and 29% in 1996.
Number
Of
Shares

W eighted
Average
Exercise
Price

O ptions outstanding,
December 3 1 , 1993
Granted
Exercised
Canceled

3,062,320
1,065,885
(225,855)
(264,770)

$ 22.59
$ 2 1 .5 7
$ 1 4 .9 3
$ 27.93

Options outstanding,
December 3 1 , 1994
(1,881,918 exercisable)
Granted
Exercised
Canceled

3,637,580
853,075
(563,444)
(235,272)

$ 22.38
$ 34.42
$ 1 8 .3 7
$ 50.55

Options outstanding
December 3 1 , 1995
(2,038,844 exercisable)
Granted
Exercised
Canceled

3,691,939
703,940
(688,708)
(202,116)

$ 23.98
$ 32.89
$ 20.47
$ 26.91

Options outstanding,
December 3 1 , 1996
(1,905,876 exercisable)

3,505,055

$ 26.31

W eighted
Average
Fair
Value

$7.94

$9.61
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The following table summarizes information about
stock options outstanding at December 3 1 , 1996:
Range of
Exercise
Prices

$10 to
$21
$24
$27
$30
$10

to
to
to
to
to

21
24
27
30
41
41

Number
Outstanding
at 12/31/96

W eighted
Average
Remaining
Life

W eighted
Average
Exercise
Price

Num ber
Exercisable
at 12/31/96

W eighted
Average
Exercise
Price

482,967
753,648
892,993
631,479
743,968
3,505,055

5.5
5.4
6.3
7.2
8.9
6.5

$17.28
$22.50
$26.44
$29.67
$33.09
$26.31

427,886
455,865
792,462
170,358
59,305
1,905,876

$16.86
$22.46
$26.41
$29.55
$35.33
$24.01

As permitted by FAS 123, the company has chosen to
continue accounting for stock options at their intrinsic
value. Accordingly no compensation expense has been
recognized for its stock option compensation plans. Had
the fair value method of accounting been applied to the
company’s stock option plans, the tax-effected impact
would be as follows:

Opinion No. 25 and provide pro forma net income and
pro forma earnings per share disclosures for employee
stock option grants made in 1995 and future years as if
the fair-value-based method defined in SFAS No. 123
has been applied. The Company has elected to continue
to apply the provisions of APB Opinion No. 25 and pro
vide the pro forma disclosure provisions of SFAS No.
123.

(Thousands of dollars
except per share amounts)

5 Stock Option Plans

1996

1995

Net income as reported
Estimated fa ir value of the
year’s option grants, net of tax

$92,500

$86,800

Net income adjusted

$90,800

$86,200

$1.59

$1.52

Adjusted net income per share

(600)

(1,700)

This proforma impact only takes into account options
granted since January 1, 1995 and Is likely to increase in
future years as additional options are granted and amor
tized ratably over the vesting period.
CMI CORPORATION (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
1 (In Part): Description of Business and Summary of
Significant Accounting Policies
Stock Option Plan
Prior to January 1, 1996, the Company accounted for its
stock option plan in accordance with the provisions of
Accounting Principles Board (“APB”) Opinion No. 25,
"Accounting for Stock Issued to Employees,” and related
interpretations. As such, compensation expense would
be recorded on the date of grant only if the current mar
ket price of the underlying stock exceeded the exercise
price. On January 1, 1996, the Company adopted SFAS
No. 123, “Accounting for Stock-Based Compensation,”
which permits entities to recognize as expense over the
vesting period the fair value of all stock-based awards on
the date of grant. Alternatively, SFAS No. 123 also al
lows entities to continue to apply the provisions of APB

The company has established the 1992 Incentive Stock
Option Plan (the Plan) for its employees, as approved by
the shareholders. The Plan has two features: (1) stock
options and (2) stock appreciation rights. The Plan is ad
ministered by the Compensation Committee of the Board
of Directors. The granting of stock options and/or appre
ciation rights is at the sole discretion of the Compensa
tion Committee. Board members are not allowed to par
ticipate in the Plan. A maximum of 1,000,000 stock
options and/or appreciation rights may be granted under
the Plan. The exercise price of the stock options is the
market value of Class A Common Stock at the date of
grant. Generally, the options vest and become exercis
able ratably over a four-year period, commencing one
year after the grant date.
The Compensation Committee is entitled in its discre
tion to grant options with vesting periods which are differ
ent from the standard four year period. In a limited
number of instances, the Compensation Committee has
exercised its discretion and has granted options with
both shorter and longer vesting periods than the stand
ard four year period.
At December 31, 1996, there were 320,208 additional
options available for grant under the Plan. The per share
weighted-average fair value of stock options granted dur
ing 1996 and 1995 was $2.14 and $3.54, respectively,
on the date of grant using the Black Scholes option-pric
ing model with the following weighted-average assump
tions: 1996 - expected volatility 58%, expected dividend
yield 1%, risk-free interest rate of 5.5%, and an expected
life of 5 years; 1995 - expected volatility 58%, expected
dividend yield 0%, risk-free interest rate of 5.5%, and an
expected life of 5 years.
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The Company applied APB Opinion No. 25 in account
ing for its stock options and, accordingly, no compensa
tion cost has been recognized for stock options in the
financial statements. Had the Company determined com
pensation cost based on the fair value at the grant date
for its stock options under SFAS No. 123, the Company’s
net earnings would have been reduced to the pro forma
amounts indicated below;

Net earnings
As reported
Pro form a
Earnings per share
As reported
Pro form a

1996

1995

$5,461
5,374

17,501
17,460

$ 0 .2 5
0.25

0.82
0.82

Pro forma net earnings reflects only options granted in
1996 and 1995. Therefore, the full impact of calculating
compensation cost for stock options under SFAS No.
123 is not reflected in the pro forma net earnings
amounts presented above because compensation cost is
reflected over the options’ vesting period of 5 years and
compensation cost for options granted prior to January 1,
1995, is not considered.
Stock appreciation rights may be issued with stock op
tions or separately, at the sole discretion of the Compen
sation Committee. Stock appreciation rights, if granted,
would be payable in shares of Class A Common Stock
over the same vesting period as the stock options. At
December 31, 1996, no stock appreciation rights had
been granted.
Stock option activity during the periods indicated is as
follows:
Num ber of
Shares
Balance at
December 3 1 , 1994
Granted
Exercised
Forfeited
Expired
Balance at
December 3 1 , 1995
Granted
Exercised
Balance at
December 3 1 , 1996

500,000

100,000
29,792
60,000
10,208

500,000
150,000

W eightedAverage
Exercise Price

$3.54
6.44
3.25
5.06
6.80

1,000

3.89
4.17
3.25

649,000

$3.95

At December 31, 1996, the range of exercise prices and
weighted-average remaining contractual life of outstand
ing options was $3.25 - $6.75 and 1.7 years, respec
tively.
At December 31, 1996 and 1995, the number of op
tions exercisable was 374,125 and 250,000, respec
tively, and the weighted-average exercise price of those
options was $3.46 and $3.25, respectively.

In February 1993 a member of the board of directors
received options to purchase 10,000 shares of Class A
Common Stock at the then current market price of
$4.875 per share. The options were immediately exercis
able. No options had been exercised at December 31,
1996.
In 1992, a consulting firm, of which a former board
members is a director, received options for the purchase
of up to 100,000 shares of Class A Common Stock for
past services rendered. These options were immediately
exercisable at an exercise price of $1.38 per share. The
Company recorded approximately $125,000 in expense
in 1992 for these options. At December 31, 1996, the
100,000 options had been exercised.
ADOLPH COORS COMPANY (DEC)
NOTES TO FINANCIAL STATEMENTS
Note 6 (In Part): Stock Option, Restricted Stock Award
and Employee Award Plans
At December 29, 1996, the Company has four stockbased compensation plans, which are described in
greater detail below. The Company applied APB Opinion
No. 25 and related interpretations in accounting for its
plans. Accordingly, no compensation cost has been rec
ognized for the stock option portion of the plans. Had
compensation cost been determined for the Company’s
stock option portion of the plans based on the fair value
at the grant dates for awards under those plans consis
tent with the alternative method set forth under Financial
Accounting Standards Board Statement No. 123, the
Company’s net income and earnings per share would
have been reduced to the pro forma amounts indicated
below:
(In thousands, except per share data)
Net income;
As reported
Pro form a
Net income per com m on share;
As reported
Pro form a
The weighted-average fa ir value
of options granted under the
1990 Equity Incentive Plan
during the year is;

1996

1995

$43,425
$42,793

$43,178
$41,799

$
$

1.14
1.13

$
$

1.13
1.10

$

7.21

$

6.21

The fair value of each option grant is estimated on the
date of grant using the Black-Scholes option-pricing
model with the following weighted-average assumptions
used for grants in 1996 and 1995, respectively: dividend
yield of 2.535% and 2.78%; expected volatility of 26.7%
for both years, risk-free interest rates of 5.74% and
7.93% for the 1990 plan options, and expected lives of
10 and nine years for the 1990 plan options.
1983 Plan: The 1983 non-qualified Adolph Coors Com
pany Stock Option Plan, as amended, (the 1983 Plan)
provides for options to be granted at the discretion of the
board of directors. These options expire 10 years from
date of grant. No options have been granted under this
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plan since 1989. At this time, the board of directors has
decided not to grant additional options under this plan.
A summary of the status of the Company’s 1983 Plan
as of December 29, 1996, December 31, 1995, and De
cember 25, 1994, and changes during the years ending
on those dates is presented below:

1994

Outstanding at
end of year
Options exercisable
at year-end

538,568
109,630
17,837

$15.84
15.21
18.06

411,101

15.92

411,101

15.92
1995

Outstanding at
beginning o f year
Exercised
Forfeited
Outstanding at
end of year
Options exercisable
at year-end

411,101
228,636
13,811

$15.92
15.24
18.02

168,654

16.66

168,654

16.66

1994
Outstanding at
beginning of year
Granted
Exercised
Forfeited
O utstanding at
end of year
Options exercisable
at year-end

309,698
530,693
17,288
47,855

$15.57
16.25
15.08
16.07

775,248

16.02

232,635

15.44
1995

Outstanding at
beginning of year
Granted
Exercised
Forfeited
O utstanding at
end of year
Options exercisable
at year-end

775,248
600,561
25,190
64,567

$16.02
16.75
14.98
16.57

1,286,052

16.35

512,708

15.95
1996

1996
Outstanding at
beginning of year
Exercised
Forfeited
Outstanding at
end of year
Options exercisable
at year-end

W eighted
average
exercise price

Shares

W eighted
average
exercise price

Shares

Outstanding at
beginning o f year
Exercised
Forfeited

A summary of the status of the Company’s 1990 El
Plan as of December 2 9 , 1996, December 3 1 , 1995, and
December 25, 1994, and changes during the years end
ing on those dates is presented below:

168,654
100,231
18,908

$16.66
16.54
21.97

49,515

14.85

49,515

14.85

Common stock reserved for options under the 1983 Plan
as of December 29, 1996, December 31, 1995, and De
cember 25, 1994 was 712,998 shares, 694,090 shares
and 680,279 shares, respectively.
1990 Plan: The 1990 Equity Incentive Plan (1990 El
Plan) that became effective January 1, 1990, as
amended, provides for two types of grants: stock options
and restricted stock awards. The stock options have a
term of 10 years with exercise prices equal to fair market
value on the day of the grant. Prior to 1994, one-third of
the stock option grant was vested in each of the three
successive years after the date of grant. Effective Janu
ary 1, 1994, stock options vest at 10% for each $1 in
crease in fair market value of ACC stock from date of
grant, with a one-year holding period, or vest 100% after
nine years. Once a portion has vested, it is not forfeited
even if the fair market value drops.

O utstanding at
beginning of year
Granted
Exercised
Forfeited
Outstanding at
end of year
Options exercisable
at year-end

1,286,052
614,674
107,327
70,035

$16.35
21.27
16.26
18.84

1,723,364

18.01

846,273

16.30

Common stock reserved for options as of December 29,
1996, December 31, 1995, and December 25, 1994, was
3,105,844 shares, 3,650,483 shares, and 1,186,477
shares, respectively.
In 1996, 45,390 shares of restricted stock were issued
under the 1990 El Plan. Vesting in the restricted stock
awards is over a three-year period from the date of grant.
The compensation cost associated with these awards is
amortized to expense over the vesting period. Compen
sation cost associated with these awards was immaterial
in 1996.
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DOVER CORPORATION (DEC)
NOTES TO FINANCIAL STATEMENTS
8. Stock Option and Performance Incentive Program
(Adjusted for 2 for 1 Stock Split):
On April 24, 1984, the stockholders approved an incen
tive stock option plan and cash performance program un
der which a maximum aggregate of 4,800,000 (unad
justed) shares was reserved for grant to key personnel
until January 30, 1994. This plan expired on January 30,
1995, but certain previous grants remain outstanding at
December 31, 1996. On April 28, 1987, the stockholders
approved an amendment to permit the grant or exercise
of nonqualified stock options under this plan. The stock
holders also approved a cash bonus covering a portion
of the option holder’s income tax liability to compensate
any optionee who amends his option changing its exer
cise from qualified to nonqualified. A nonqualified exer
cise reduces the Company’s after-tax cost of the pro
gram. During 1996, cash bonuses in connection with
nonqualified exercises aggregated $308,000 ($620,000
in 1995 and $302,000 in 1994). At December 31, 1996
all outstanding stock options were nonqualified; accord
ingly, no further cash bonuses will be paid.
On April 25, 1995, the stockholders approved an in
centive stock option plan and a cash performance pro
gram to replace the expired 1984 plan and program.
Under the new plan a maximum aggregate of 10 million
shares was reserved for grant to key personnel until
January 30, 2005.
The option price may not be less than the fair market
value of the stock at the time the options are granted.
The period during which these options are exercisable is
fixed by the Company’s Compensation Committee at the
time of grant but is not to exceed ten years.

Transactions in stock options (all of which vest three
years after grant) under this plan are summarized as fol
lows:
Shares Under Option

Price Range

Outstanding at Jan. 1 , 1995
Granted
Exercised
Canceled

2,558,330
638,672
(453,066)
(63,687)

$9.14-$29.75
$28.44
$9.56-$19.36
$9.56-$29.75

Outstanding at Dec. 3 1 , 1995

2,680,249

$9.56-$29.75

Exercisable at Dec. 3 1 , 1995
through March 6, 2002

1,381,336

$9.56-$22.85

Outstanding at Jan. 1 , 1996
Granted
Exercised
Canceled

2,680,249
451,672
(290,764)
(134,833)

$9.56-$29.75
$47.06
$9.56-$22.85
$9.56-$47.06

O utstanding at Dec. 3 1 , 1996

2,706,324

$13.18-$47.06

Exercisable at December 3 1 , 1996
through:
February 2 8 , 1997
35,014
March 3 , 1998
129,381
March 2 8 , 1999
177,121
February 28, 2000
201,540
February 28, 2001
222,514
March 6, 2002
295,306
March 4, 2003
295,623

shares
shares
shares
shares
shares
shares
shares

$13.19-$22.85
$15.23-$22.85
$14.87-$22.85
$17.36-$22.85
$19.25-$22.85
$19.36-$22.85
$22.85

@
@

@
@
@
@
@

T h e C o m p a n y a p p lie s A P B O p in io n 2 5 a n d r e la te d in te r 
p r e ta t io n s in a c c o u n tin g f o r s t o c k o p tio n s ; a c c o r d in g ly ,
n o c o m p e n s a t io n c o s t h a s b e e n r e c o g n iz e d . H a d c o m 
p e n s a tio n c o s t b e e n d e t e r m in e d b a s e d u p o n th e f a ir
v a lu e o f t h e s t o c k o p tio n s a t g r a n t d a te c o n s is t e n t w ith
t h e m e th o d o f F A S B S t a t e m e n t 1 2 3 , t h e C o m p a n y ’s n e t
in c o m e a n d e a r n in g s p e r s h a r e w o u ld h a v e b e e n r e 
d u c e d t o t h e p r o f o r m a a m o u n ts in d ic a te d b e lo w :

Net income
As reported (’000)
Pro form a ( ’000)
Earnings per share
As reported
Pro form a

1996

1995

$390,223
$386,330

$278,311
$275,789

$3.45
$3.42

$2.45
$2.43

The fair value of each option grant was estimated on the
date of grant using a Black-Scholes option-pricing model
with the following assumptions for 1996 and 1995, re
spectively: risk-free interest rates of 6.0 and 5.8 percent;
dividend yield of 1.3 and 1.5 percent: expected lives of 6
years for both years and volatility of 25.9 and 21.1 per
cent. Additional adjustments are made for assumed can
cellations and expectations that shares acquired through
exercise of options are held during employment.
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GENERAL DYNAMICS CORPORATION (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Dol lars in millions, exceptper share amounts)
A (In Part): Summary of Significant Accounting Policies
Stock-Based Compensation. The Financial Accounting
Standards Board issued SFAS No. 123, “Accounting for
Stock-Based Compensation” in October 1995. SFAS 123
encourages companies to adopt a fair value approach to
valuing stock options that would require compensation
cost to be recognized based on the fair value of stock
options granted. The company has elected, as permitted
by the standard, to continue to follow its intrinsic value
based method of accounting for stock options consistent
with Accounting Principles Board (APB) Opinion No. 25,
“Accounting for Stock Issued to Employees.” Under the
intrinsic method, compensation cost for stock options is
measured as the excess, if any, of the quoted market
price of the company’s stock at the measurement date
over the exercise price.

Year Ended December 31
1994
1995

1996
Num ber o f shares under stock options:
O utstanding at beginning
2,302,723
of year
68,800
Granted
(495,005)
Exercised
(49,666)
Canceled

1,820,887
719,650
(171,264)
(66,550)

3,610,428
135,810
(1,705,172)
(220,179)

Outstanding at end of year

1,826,852

2,302,723

1,820,887

Exercisable at end of year

1,429,372

979,311

509,866

W eighted average exercise price:
$60.80
Granted
25.19
Exercised
58.03
Canceled
51.48
Outstanding at end of year
48.99
Exercisable at end of year

$60.23
22.42
46.89
45.69
34.32

$45.56
14.44
46.84
37.80
14.56

Information with respect to stock options outstanding
and stock options exercisable at December 31, 1996, is
as follows;

O. Incentive Compensation Plan
Under the 1988 Incentive Compensation Plan, as
amended, the company may grant awards in combina
tion of cash, common stock, stock options and restricted
stock. Prior to October 1993, stock options granted un
der the plan were awarded for a maximum term of 10
years and were exercisable in their entirety beginning 18
months after the date of award.
In October 1993, the company Introduced a long-term
Incentive program that granted stock options and re
stricted stock. The stock options are generally exercis
able at the fair market value of the common stock on the
date of grant with 50 percent of the stock options vesting
on the one year anniversary of the grant and the remain
ing 50 percent vesting on the two year anniversary of the
grant. The stock options have a maximum term of five
years. The restricted stock has a feature that will in
crease or decrease the number of shares initially granted
based on movement in the company’s stock price from
the date of grant to the end of the two year performance
period. Once the number granted has been adjusted, re
strictions will continue to be imposed for an additional
two years, at which time all restrictions will lapse.
There were 45,773, 199,395 and 15,590 shares of re
stricted stock awarded in 1996, 1995 and 1994, respec
tively. There are 442,870 shares of restricted stock
outstanding at December 31, 1996. Information with re
spect to stock options is as follows:

Options Outstanding

Range of
Exercise Prices
$7.21-22.75
39.81-47.00
58.13-64.63

W eighted
Average
Remaining
Num ber
Outstanding Contractual
Life
at 12/31/96

W eighted
Average
Exercise
Price

3.5 years
1.9
4.0

$15.65
46.81
60.44

49,420
1,038,370
739,062
1,826,852

Options Exercisable

Range of
Exercise Prices
$7.21-22.75
39.81-47.00
58.13-64.63

Num ber
Exercisable
at 12/31/96

W eighted
Average
Exercise Price

49,420
1,038,370
341,582

$15.65
46.81
60.44

1,429,372

At December 31, 1996, 1,327,483 treasury shares have
been reserved for options that may be granted in the fu
ture, in addition to the shares reserved for issuance on
the exercise of options outstanding.
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The company applies APB 25 and related interpreta
tions in accounting for its plan. Accordingly, no compen
sation cost has been recognized for stock options. The
compensation cost for restricted stock has been appro
priately recognized at fair market value of the company’s
stock in 1996 and 1995, respectively. Had compensation
costs for stock options been determined based on the
fair value at the grant dates for awards under this plan
consistent with the method of SFAS 123, the company’s
net earnings and net earnings per share would have
been reduced to the pro forma amounts indicated as fol
lows:
__________________________________________ 1996___________1995
Net Earnings;
As Reported
$270
$321
Pro Forma
268
321
Net Earnings Per Share;
As Reported
$4.27
$5.10
Pro Forma_______________________________ 4 .2 4 ___________ 5.10

In accordance with SFAS 123, the fair value approach to
valuing stock options used for pro forma presentation
has not been applied to stock options granted prior to
January 1, 1995. The compensation cost calculated un
der the fair value approach is recognized over the vest
ing period of the stock options.
The weighted average fair value of options granted
was $7.54 and $7.38 during 1996 and 1995, respec
tively. The fair value is estimated on the date of grant us
ing the Black-Scholes option pricing model with the
following weighted average assumptions used for grants
in 1996 and 1995, respectively: dividend yield of 2.3 and
2.5 percent; expected volatility of 20 percent for both
years; risk-free interest rates of 5.7 and 5.6 percent; and
expected lives of four months after the vesting period.
INTERNATIONAL FLAVORS & FRAGRANCES INC.
(DEC)

Stock option transactions were:

Shares of Common Stock
Available
Under
fo r Option
Option
Balance
January 1 , 1994
Granted
Exercised
Terminated
Lapsed
Balance
December 3 1 , 1994
Granted
Exercised
Terminated
Balance
December 3 1 , 1995
Granted
Exercised
Terminated

2,367,339
(790,500)
—

51,149
(18,621)

1,609,367
(804,500)
—

58,299

863,166
(639,500)

Balance
December 3 1 , 1996

—

13,428

237,094

W eighted
Average of
Exercise
Price
of Shares
Under Plan

2,459,655
790,500
(292,302)
(51,149)
—

$29.64
36.12
20.84
27.89

2,906,704
804,500
(367,273)
(58,299)

32.24
49.88
27.08
34.40

3,285,632
639,500
(425,349)
(13,428)

37.09
48.06
29.78
38.21

—

3,486,355

$39.98

T h e f o llo w in g ta b le s u m m a r iz e s in fo r m a tio n c o n c e r n in g
c u r r e n t ly o u t s ta n d in g a n d e x e r c is a b le o p tio n s :
Range of Exercise Prices
$10-$30
$30-$50
Num ber outstanding
W eighted average remaining
contractual life, in years
W eighted average exercise price

$

Num ber exercisable
W eighted average exercise price

370,688
$ 23.73

370,688
3.6
23.73

3,115,667

$

7.6
41.92

1,038,295
$
36.37

NOTES TO FINANCIAL STATEMENTS
Note 9. Stock Options
The Company has various stock option plans under
which the company’s officers, directors and key employ
ees may be granted options to purchase the Company’s
common stock at 100% of the market price on the day
the option is granted.

During 1996, options to purchase common stock were
granted at exercise prices ranging from $43.38 to $48.13
per share. At December 31, 1996, the price range for
shares under option was $13.67 to $49.88; options for
1,408,983 shares were exercisable at that date. During
1996, 425,349 shares of common stock under option
were exercised at prices ranging from $13.67 to $38.17.
Except for certain options granted to foreign employ
ees which can be exercised immediately, options gener
ally become exercisable no earlier than two years from
the date of grant. All options expire ten years after date
of grant.
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The Company applies Accounting Principles Board
Opinion No. 25, Accounting for Stock Issued to Employ
ees, and related interpretations in accounting for its
plans. Had compensation cost for the Company’s stock
option plans been determined based upon the fair value
at the grant date, consistent with the methodology
prescribed under Statement of Financial Accounting
Standards No. 123, Accounting for Stock-Based Com
pensation, the Company’s net income and earnings per
share would have been reduced by approximately
$2,700,000, or $.02 per share in 1996, and $1,200,000,
or $.01 per share, in 1995. These pro forma amounts
may not be representative of future disclosures because
the estimated fair value of stock options is amortized to
expense over the vesting period, and additional options
may be granted in future years.
Using the Black-Scholes option valuation model, the
estimated fair values of options granted during 1996 and
1995 were $9.98 and $10.89, respectively. The BlackScholes model was developed for use in estimating the
fair value of traded options which have no vesting restric
tions. In addition, such models require the use of subjec
tive assumptions, including expected stock price
volatility. In management’s opinion, such valuation mod
els do not necessarily provide a reliable single measure
of the fair value of its employee stock options.
Principal assumptions used in applying the BlackScholes model were as follows:

Risk-free
Expected
Expected
Expected

interest rate
life, in years
volatility
dividend yield

1996

1995

6.6%

6.4%
5
17.6%
2.5%

5
16.8%
2.8%

MAYTAG CORPORATION (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Summary of Significant Accounting Policies (in Part)
Stock Based Compensation: The Company has elected
to follow Accounting Principles Board Opinion No. 25,
“Accounting for Stock Issued to Employees” (APB 25)
and related interpretations in accounting for its employee
stock options and awards. Under APB 25, no compensa
tion expense is recognized when the exercise price of
options equals the fair value (market price) of the under
lying stock on the date of grant.

Stock Plans
In 1996, the shareowners approved the 1996 Employee
Stock Incentive Plan which replaced all other previous
employee stock incentive plans. The plan provides that
options and awards for not more than 6.5 million shares
of the Common stock of the Company can be granted to
key employees. The option price under the plan is the
fair market value at the date of grant. The vesting period
and term of options granted are established by the Com
pensation Committee of the Board of Directors. In no in
stances is the term of the option more than ten years. Of
the total 6.5 million shares authorized by this plan, not
more than 2.5 million shares of the Common stock of the
Company can be granted as stock awards. Stock awards
may contain such vesting and other requirements as the
Compensation Committee may establish. The plan per
mits the Compensation Committee to grant other incen
tive awards on terms and conditions established by the
Committee.
Options and awards are outstanding for grants issued
under previous plans with similar terms to the 1996 plan.
The Maytag Corporation 1989 Non-Employee Direc
tors Stock Option Plan authorizes the issuance of up to
250,000 shares of Common stock to the Company’s
non-employee directors. Options under this plan are im
mediately exercisable upon grant.
The following is a summary of stock option activity:
Average
Price

Shares
Option

Outstanding December 3 1 , 1993
Granted
Exercised
Exchanged fo r SAR
Canceled or expired

$15.33
15.78
13.66
12.40
17.10

2,358,601
650,216
(211,689)
(6,610)
(78,765)

Outstanding December 3 1 , 1994
Granted
Exercised
Exchanged fo r SAR
Canceled or expired

15.53
17.62
14.88
14.21
16.50

2,711,753
1,745,420
(352,320)
(8,905)
(130,650)

O utstanding December 3 1 , 1995
Granted
Exercised
Exchanged fo r SAR
Canceled or expired

16.47
19.34
15.09
14.73
19.68

3,965,298
1,933,330
(394,371)
(4,610)
(103,276)

Outstanding December 3 1 , 1996

$17.54

5,396,371

Some options were granted with stock appreciation
rights (SAR) which entitle the employee to surrender the
right to receive up to one-half of the shares covered by
the option and to receive a cash payment equal to the
difference between the option price and the market value
of the shares being surrendered. Options with an SAR
outstanding were 234,680 at December 31, 1996,
334,673 at December 31, 1995 and 412,423 at Decem
ber 31, 1994.
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Options for 3,494,501 shares, 2,236,868 shares and
2,082,747 shares were exercisable at December 31,
1996, 1995 and 1994, respectively. In the event of a
change of Company control, all stock options granted be
come immediately exercisable.
Exercise prices for options outstanding as of Decem
ber 31, 1996 ranged from $6.78 to $22.13. The
weighted-average remaining contractual life of those op
tions is 8.15 years. There were 4,751,430 and 507,334
shares available for future stock grants at December 31,
1996 and 1995, respectively.
Incentive stock awards outstanding at December 31,
1996, 1995 and 1994 were 462,253, 740,045 and
636,664. The amount charged to expense for the antici
pated payout was $4.8 million, $9.4 million and $6.2 mil
lion in 1996, 1995 and 1994, respectively.
Pro forma information regarding net income and earn
ings per share is required by FASB Statement No. 123,
“Accounting for Stock-Based Compensation,” and has
been determined as if the Company had accounted for
its employee stock options under the fair value method of
that Statement. The fair value of these options was esti
mated at the date of grant using a Black-Scholes option
pricing model with the following weighted-average as
sumptions for 1996 and 1995, respectively: risk-free in
terest rate of 6.03 percent and 5.93 percent; dividend
yields of 2.8 percent for both years; volatility factors of
the expected market price of the Company’s Common
stock of 0.24 for both years; and a weighted-average ex
pected life of the option of 5 years.
The weighted-average fair value of options was $4.61
for options granted in 1996 and $4.16 for options granted
in 1995.
For purposes of pro forma disclosures, the estimated
fair value of the options is amortized to expense over the
options’ vesting period. The Company’s pro forma infor
mation follows (in thousands except for earnings per
share information):

Net earnings
Net earnings
Earnings per
Earnings per

- as reported
- pro form a
share - as reported
share - pro form a

1996

1995

$136,429
$132,558
$1.34
$1.30

$(20,476)
$(21,593)
$(0.19)
$(0.20)

The pro forma effect on net income for 1996 and 1995 is
not representative of the pro forma effect on net income
in future years because it does not take into considera
tion pro forma compensation expense related to grants
made prior to 1995 and an increased vesting period for
grants made in 1996.

SCHERING-PLOUGH CORPORATION (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Dollars in millions, except per share figures)
Stock Incentive Plans
Under the terms of the Company’s 1992 Stock Incentive
Plan, 18 million of the Company’s common shares may
be granted as stock options or awarded as deferred
stock units to officers and certain employees of the Com
pany through December 1997. Option exercise prices
equal the market price of the common shares at their
grant dates. Options expire not later than 10 years after
the date of the grant. Standard options granted generally
have a one-year vesting term. Other options granted vest
20 percent per year for five years starting in the fifth year
after the date of grant. Deferred stock units are payable
in an equivalent number of common shares; the shares
are distributable in a single installment or in up to five
equal annual installments generally commencing one
year from the date of the award.
The Financial Accounting Standards Board issued
Statement of Financial Accounting Standards (SFAS)
No. 123, “Accounting for Stock-Based Compensation,” in
October 1995. Under SFAS No. 123, companies can
either continue to account for stock compensation plans
pursuant to existing accounting standards or elect to ex
pense the value derived from using an option pricing
model such as Black-Scholes. The company will con
tinue to apply existing accounting standards. However,
SFAS No. 123 requires disclosure of pro forma net in
come and earnings per share as if the Company had
adopted the expensing provisions of SFAS No. 123.
Based on Black-Scholes values, pro forma net income
for 1996 and 1995 would be $1,196.5 and $882.8, re
spectively; pro forma earnings per common share for
1996 and 1995 would be $3.25 and $2.39, respectively.
The following table summarizes stock option activity
over the past two years under the current and prior
plans:
Num ber
of Shares

W eightedAverage
Exercise
Price

Outstanding at January 1 , 1995
Granted
Exercised
Canceled o r expired

9,653,934
1,911,920
(1,743,223)
(99,854)

$23.83
$45.90
$25.08
$33.44

Outstanding at December 3 1 , 1995
Granted
Exercised
Canceled o r expired

9,722,777
3,097,374
(2,404,461)
(276,312)

$28.44
$57.44
$22.83
$41.55

Outstanding at December 3 1 , 1996

10,139,378

$38.28

6,346,127

$24.64

5,474,076

$27.83

Options exercisable at
December 3 1 , 1995
Options exercisable at
December 3 1 ,1 9 9 6
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In 1996 and 1995, the Company awarded deferred stock
units totaling 881,030 and 824,560, respectively. The
weighted-average fair value of these deferred stock units
was $56.07 and $39.37 per unit in 1996 and 1995, re
spectively. The expense recorded in 1996 and 1995 for
deferred stock units was $26.9 and $23.4, respectively.
The weighted-average Black-Scholes value per option
granted in 1996 and 1995 was $12.43 and $11.28, re
spectively. The following weighted-average assumptions
were used in the Black-Scholes option pricing model for
options granted in 1996 and 1995:

Dividend yield
Volatility
Risk-free interest rate
Expected term of options (in years)

1996

1995

2.8%
20%
5.7%
5

2.8%
20%
6.6%
5

For options outstanding and exercisable at December
31, 1996, the exercise price ranges and average remain
ing lives were:
Options Exercisable

Options Outstanding
W eightedAverage
Exercise
Price

Num ber
Exercisable
at 12/31/96

W eightedAverage
Exercise
Price

Range of
Exercise
Prices

Number
Outstanding
at 12/31/96

W eightedAverage
Remaining
Life

$12 to $29
$30 to $51
$52 to $68

3,791,558
2,586,518
3,761,302

4
8
9

$22.62
$33.72
$57.20

3,027,558
2,446,518
—

$23.07
$33.71
—

10,139,378

7

$38.28

5,474,076

$27.83

THE STANDARD REGISTER COMPANY (DEC)
NOTES TO FINANCIAL STATEMENTS
Note 1 (In Part): Summary of Significant Accounting
Policies
Accounting for Stock Options
Statement of Financial Accounting Standards No. 123,
“Accounting for Stock-Based Compensation,” is effective
for the Company’s 1996 fiscal year. This new standard
establishes an accounting method based on the fair
value of equity instruments awarded to employees as
compensation. As permitted by the new standard, the
Company has elected to continue following the guidance
of Accounting Principles Board Opinion No. 25 “Account
ing for Stock Issued to Employees” for measurement and
recognition of stock-based transactions with employees
by disclosing, in the notes to the financial statements,
the differences between this method and the method for
mulated by the new accounting standard.

Note 8 - Stock Option Plan
During 1995, the Company adopted a stock option plan
authorizing the issuance of options for 2,000,000 shares
of common stock to selected employees. Under the
terms of the plan, options may be either incentive or nonqualified. The exercise price per share, determined by a
committee of the Board of Directors, may not be less
than the fair market value on the grant date.
In April 1996, the Company’s shareholders ratified the
initial grant on December 30, 1995 of 550,000 options
with an exercise price of $20.125 per share. The options
become exercisable, subject to continued employment,
at the rate of 20% per year beginning one year after the
grant date. The options have a term of ten years. An ad
ditional 231,000 options were granted on December 28,
1996 with an exercise price of $32.375 per share.
The Company applies APB Opinion 25 “Accounting for
Stock Issued to Employees” and related interpretations
in accounting for its stock option plan. Accordingly, no
compensation cost has been recognized in the Com
pany’s financial statements. Had compensation cost for
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the Company’s stock option plan been determined based
on the fair value of such awards at the grant date, con
sistent with the methods of Financial Accounting Stand
ards Board Statement No. 123 “Accounting for
Stock-Based Compensation,” the Company’s total and
per share net income would have been as follows:
(Dollars In thousands,
except per share amounts)
Net income
As reported
Pro forma
Net income per share
As reported
Pro forma

1996

1995

$63,157
62,512

$47,759
47,759

$ 2.20
2.18

$ 1.67
1.67

The fair values of options granted at December 2 8 , 1996
and December 30, 1995 were estimated at $10.37 and
$6.12 per share, respectively, using the Black-Scholes
option-pricing model based on the following assump
tions:

Risk-free interest rate
Dividend yield
Expected life
Expected volatility

1996

1995

6.2%
2.0%
5 years
31.5%

5.4%
2.0%
5 years
31.2%

A summary of the status of the Company’s stock option
plan as of December 29, 1996 is as follows:

Outstanding,
beginning of year
Granted
Exercised
Canceled

1996

1995

Exercise
Shares
Price

Exercise
Shares
Price

550,000 $20,125
—
231,000 32.375 550,000 $20,125
(5,000)

20.125

Outstanding,
end of year

776,000

Options exercisable at
end of year

109,000 $20,125

—
550,000
—

—

VF CORPORATION (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note A (In Part): Accounting Policies
Stock-based Employee Benefit Plans: Compensation ex
pense is not recorded for stock options granted at fair
market value. For grants of restricted stock, compensa
tion equal to the market value of shares at the date of
grant is deferred and amortized to expense over the
vesting period.

Note L—Stock Options
The Company has granted nonqualified stock options
to officers, directors and key employees under two stock
option plans at prices not less than fair market value on
the date of grant. Options become exercisable one year
after the date of grant and expire ten years after the date
of grant.
Activity in the stock option plans is summarized as fol
lows:
Shares Under
Options

W eighted
Average
Exercise Price

Balance
O ptions
Options
Options

January 1 , 1994
granted
exercised
canceled

4,168,291
1,015,475
(265,408)
(178,870)

$44.61
47.90
31.57
53.96

Balance
Options
O ptions
Options

December 3 1 , 1994
granted
exercised
canceled

4,739,488
1,088,775
(992,710)
(73,504)

45.69
52.00
36.42
50.83

Balance
Options
Options
Options

December 3 0 , 1995
granted
exercised
canceled

4,762,049
361,105
(1,491,288)
(171,225)

48.99
68.94
45.74
49.72

Balance January 4 , 1997

3,460,641

$52.43

S t o c k o p t io n s o u t s ta n d in g a t J a n u a r y 4 , 1 9 9 7 a r e s u m 
m a r iz e d a s fo llo w s :

Range of
Exercise
Prices

Num ber
O utstanding

W eighted
Average
Remaining
Contractual
Life

W eighted
Exercise
Average
Price

$1 6-20
21-30
31-40
41-50
51-60
61-69

23,850
34,300
218,415
885,271
1,937,700
361,105

3.9
1.7
4.4
7.5
7.3
9.9

years
years
years
years
years
years

$16.19
27.53
35.48
46.77
54.74
68.94

$16-69

3,460,641

7.4 years

$52.43

All above options are excisable except for those granted
in 1996. There are 36,595 options available for future
grants. In December 1996 the Board of Directors
adopted the 1996 Stock Compensation Plan, subject to
shareholder approval at the April 1997 Annual Meeting.
Under the 1996 plan, there are an additional 621,595 op
tions that have been granted at $69.00 per share, sub
ject to shareholder approval of the new plan.
The Company has not recognized compensation ex
pense in connection with stock options grants under the
plans. However, had compensation expense been deter
mined based on the fair value of the options on the grant
dates, the Company’s pro forma net income and both pri
mary and fully diluted earnings per share for 1996 would
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have been reduced by $6.9 million or $.11 per share. Be
cause options are granted late in the year, the pro forma
expense for 1995 would not be meaningful and is there
fore not presented.
The fair value of options granted during 1996 was
$15.95 per share and of options granted during 1995
was $10.98 per share. Fair value is estimated based on
the Black-Scholes option-pricing model with the following
weighted average assumptions for grants in 1996 and
1995; dividend yield of 2.5%; expected volatility of 20%;
risk-free interest rates of 6.5% in 1996 and 5.4% in 1995;
and expected lives of 5 years.
The Company has granted to a key employee 5,253
shares of restricted stock that vest in the year 2005. The
company has 300,000 shares available for future grants
under the 1995 Key Employee Restricted Stock Plan.

Charges to income before income taxes for current and
future distributions under these plans for the year ended
December 31 totaled $1,099,000 in 1996, $21,273,000
in 1995, and $17,998,000 in 1994. In years prior to 1996,
charges included expenses associated with the Com
pany’s Cash (or Stock) Plan, as participants could elect
payment in shares of the Company’s Common Stock.
For awards granted in 1996 and thereafter, this election
is no longer permitted.
ANALOGIC CORPORATION (JUL)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
8 (In Part): Stock Option and Stock Bonus Plans:
At July 31, 1996, the Company had three key employee
stock option plans; two of which have lapsed as to the
granting of options. In addition, the Company has one
key employee stock bonus plan, one non-employee di
rector stock option plan and one employee stock pur
chase plan.

Stock Award Plans
AMP INCORPORATED (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
15 (In Part): Stock Award Plans
Long-Term Equity Incentive Plans—In April 1993, the
shareholders approved the 1993 Long-Term Equity In
centive Plan (the “Plan”). The Plan, as amended in April
1995, provides that Stock Bonus Units (“SARs”), Incen
tive Stock Options (“ISOs”), Non-Qualified Stock Options
(“NQSOs”) and/or performance restricted stock may be
issued to key employees. Awards of up to 10,000,000
shares of the Company’s Common Stock may be made
under this plan.
In years prior to 1996, M/A-COM also sponsored a
long-term incentive plan whereby 336,000 shares of its
stock had been authorized for the granting of ISOs,
NQSOs, outside Directors’ options, SARs and restricted
stock. This plan, adopted in 1990, replaced all of that
company’s existing stock award plans; however, awards
outstanding under prior plans were not affected. Sub
sequent to June 30, 1995, this plan was terminated and
all outstanding awards became part of the Plan.

Performance Restricted Stock Plan—In April 1995, the
Company’s shareholders approved an amendment to the
Plan which provided for the issuance of restricted stock
to key executives. Shares vest over a three year period
based on the attainment of specified average annual
earnings growth and return-on-equity targets. Data rela
tive to shares awarded is presented below;

Num ber of shares awarded
Fair value o f restricted stock
granted during year
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1996

1995

154,300

87,100

$ 36.63

$ 42.88

Under the Company’s key employee stock bonus plan,
common stock may be granted to key employees under
terms and conditions as determined by the Board of Di
rectors. Generally, participants under the stock bonus
plan may not dispose or otherwise transfer stock granted
for three years from date of grant. Upon issuance of
stock under the plan, unearned compensation equivalent
to the market value at the date of grant is charged to
stockholders’ equity and subsequently amortized over
the periods during which the restrictions lapse (up to six
years). Amortization of $759,000, $730,000 and
$656,000 was recorded in fiscal 1996, 1995 and 1994,
respectively.
FLOWERS INDUSTRIES, INC. (JUN)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Executive Stock Incentive Plan (In Part)
The Company has 5,700,000 shares of common stock
authorized for issuance to eligible employees under the
Executive Stock Incentive Plan (ESIP). The ESIP author
ized the Compensation Committee of the Board of Direc
tors to grant to eligible participants of the Company and
its subsidiaries, through October 1999, stock options,
stock appreciation rights, restricted or deferred stock
awards, stock purchase rights and other stock-based
awards.
During fiscal 1996 and 1994, 780,043 and 209,300
shares, respectively, of the Company’s common stock
were granted as restricted stock awards (RSA). These
shares are held in escrow by the Company and will be
released to the grantee upon the grantee’s satisfaction of
continued employment at the same or a higher level dur
ing the restriction periods, which end June 15, 1999,
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May 20, 2000 and June 18, 2000, for the fiscal 1996
awards, and June 15, 1997 for the fiscal 1994 award,
and upon payment of the purchase price of $6.33, $7.66,
$8.83 and $6.02 per share, respectively. The purchase
price is 50% of the mean of the high and low market
value of the Company’s common stock at the date of
grant. The difference between the market price at the
date of grant and the purchase price to be paid by the
grantee is recognized ratably by the Company as com
pensation expense over the restriction period. This ex
pense for fiscal 1996, 1995 and 1994 was $1,299,000,
$901,000 and $862,000, respectively.
HERSHEY FOODS CORPORATION (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
14 (In Part): Stock Compensation Plan
The long-term portion of the 1987 Key Employee Incen
tive Plan (Plan), provides for grants of stock-based com
pensation awards to senior executives and key employ
ees of one or more of the following: non-qualified stock
options (fixed stock options), performance stock units,
stock appreciation rights and restricted stock units. The
Plan, also provides for the deferral of performance stock
unit awards by participants. Under the long-term portion
of the Plan, the Corporation may grant to its employees
up to 6.5 million shares of Common Stock on a pre-split
basis. The Corporation applies Accounting Principles
Board Opinion No. 25 “Accounting for Stock Issued to
Employees,” and related Interpretations in accounting for
its Plan.

JAMES RIVER CORPORATION OF VIRGINIA (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 14 (In Part): Employee Benefit Plans
Deferred Stock Plan
The Company’s Deferred Stock Plan provides for the
award of hypothetical shares of Common Stock (“Units”)
to certain officers and key employees. The value of each
Unit on the award data is equal to the current market
value of a share of Common Stock. Benefits will be paid
in cash and Common Stock as vested or, at the option of
the holder, over varying periods after retirement. As of
December 29, 1996, Units were held by 40 employees.
The Company recognized compensation expense under
the Deferred Stock Plan of $1.1 million in 1996, $2.1 mil
lion in 1995 and $3.4 million in 1994.
Deferred Stock Plan activity was as follows:
(In thousands)

1996

Outstanding Units,
beginning of year
Granted
Accrued dividends
Distributed
Canceled

537
39
7
(104)
(105)

559
108
19
(77)
(72)

631
8
16
(74)
(22)

374

537

559

1,043

1,099

O utstanding Units, end of year

1995

Available fo r grant

1994

MEREDITH CORPORATION (JUN)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Performance Stock Units
Under the long-term portion of the Plan, each January
the Corporation grants selected executives and other key
employees performance stock units whose vesting is
contingent upon the achievement of certain performance
objectives. If at the end of three-year performance cy
cles, targets for financial measures of earnings per
share, return on net assets and free cash flow are met,
the full number of shares are awarded to the participants.
The performance scores can range from 0% to 150%.
The compensation cost charged against income for the
performance-based plan was $5.8 million, $3.6 million,
and $1.8 million for 1996, 1995 and 1994, respectively.
As of December 31, 1996, a total of 259,730 contin
gent performance stock units and restricted stock units
had been granted for potential future distribution, primar
ily related to three-year cycles ending December 31,
1996, 1997, and 1998. Deferred performance stock units
and accumulated dividend amounts totaled 391,750
shares as of December 3 1 , 1996.
No stock appreciation rights were outstanding as of
December 3 1 , 1996.

14 (In Part): Common Stock and Stock Option Plans
Restricted Stock Plans—The Company has two stock in
centive plans under which eligible key employees have
been awarded restricted common stock of the Company
and a restricted stock plan for nonemployee directors. All
plans have restriction periods tied primarily to employ
ment and/or service. The awards are recorded at the
market value on the date of the grant as unearned com
pensation and amortized over the restriction periods. Re
stricted stock and annual expense information is as fol
lows:
Years ended June 30
Num ber of restricted
shares awarded
Average market price
of awarded shares
Restricted shares
outstanding
Annual expense,
net (in thousands)

$

1996

1995

1994

11,854

100,472

67,586

37.95

359,048
$

1,341

$

24.42

438,974
$

1,299

$

18.36

395,700
$

1,063
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PEERLESS MFG. CO. (JUN)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note F—Restricted Stock Plans
The Company has a restricted stock plan whereby the
Company can award up to 75,000 shares of common
stock to employees. Sale of the stock awarded is re
stricted for five years from the date of grant. For the year
ended June 30, 1995, the Company awarded 12,000
shares of common stock which had a fair value at the
date of grant of $135,000. There were no awards for the
years ended June 30, 1994 or 1996. Compensation un
der the plan is charged to earnings over the restriction
period and amounted to $63,357, $67,234 and $18,907
in 1996, 1995 and 1994, respectively. At June 30, 1996,
8,750 shares were available for issuance.
The Company has a restricted stock plan for non-em
ployee directors of the Company. Vesting is pro rata over
a three-year period. Pursuant to the plan, the maximum
number of shares that may be granted is 16,200 shares.
No awards have been made since 1991. Compensation
under the plan is charged to earnings over the vesting
period and amounted to $16,775 in 1994. At June 30,
1996, 5,400 shares were available for issuance.
The tax effect of income tax deductions that differ from
compensation expense under these plans is credited or
charged to additional paid-in capital.
PRAXAIR, INC. (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 10 (In Part): Incentive Plans and Stock Options
In 1992, Praxair issued performance stock to corporate
officers and other key employees which become fully
vested on February 1, 1997 since the cumulative 15 per
cent per year net income growth target for the five-year
period was achieved. During 1994 the performance
stock plan was modified to provide incentive for manage
ment to achieve net income growth beyond the original
15% per year target. Under the modification, participants
earned additional cash payments equal to 87% of the
value of the original performance stock grant. The pre
tax compensation expense related to this performance
stock plan was $23 million in 1996 ($19 million in 1995
and $5 million in 1994).
Effective January 1, 1997, Praxair initiated a new
three-year executive compensation plan by granting
932,000 performance share equivalents (payable in
Praxair common stock) and 1,108,000 stock options (the
stock options were granted on October 22, 1996 with an
exercise price of $46.125 per share) to corporate officers
and other key employees. The performance share
equivalents will fully vest on January 1, 2000, provided
that Praxair meets its three-year cumulative 15 percent
per year earnings per share growth target for the period.
The number of actual performance share equivalents
that vest is governed by a sliding scale based on cumu
lative earnings per share achieved over the three-year

period with no maximum. The stock options become ex
ercisable on January 1, 2000. The plan will be accounted
for as a variable plan under APB Opinion No. 25.
The following table summarizes the changes in out
standing shares under option and performance stock
grants and performance stock equivalents for 1996,
1995 and 1994 (Shares in thousands):
Stock Options
Average
Exercise
Options
Price

Perfor
mance
Stock(a)

13,149

$13.96

653

Granted
Exercised
Canceled or expired

959
(1,706)
(117)

19.45
13.39
16.25

(73)

Outstanding at
December 3 1 , 1994

12,285

14.45

631

Granted
Exercised
Canceled o r expired

1,422
(2,224)
(54)

21.14
13.94
18.68

—

(4)

Outstanding at
December 3 1 , 1995

11,429

15.36

636

Granted
Exercised
Canceled or expired

2,615
(2,478)
(89)

40.52
14.99
33.19

—

(3)

Outstanding at
December 3 1 , 1996

11,477

21.03

639

9,969
8,671
7,275

13.75
13.99
14.20

A ctivity
Outstanding at
December 3 1 , 1993

Options exercisable at;
December 3 1 , 1994
December 3 1 , 1995
December 3 1 , 1996

(a)

51
—

9

6

The weighted-average price per share on the date the perform 
ance stock was granted was $41.83 in 1996 and ($25.18 in
1995 and $19.76 in 1994).

Savings/Investment Plans
ALCO STANDARD CORPORATION (SEP)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
9 (In Part): Pension and Stock Purchase Plans
The majority of the Company’s employees were eligible
to participate in the Company’s Stock Participation Plan
through fiscal 1995, under which they were permitted to
invest 2% to 6% of regular compensation before taxes.
The Company contributed an amount equal to two-thirds
of the employees’ investments and all amounts were in
vested in the Company’s common shares. Effective Oc
tober 2, 1995, the Stock Participation Plan was replaced
by a Retirement Savings Plan (RSP). The RSP allows
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employees to invest 1% to 16% of regular compensation
before taxes in six different investment funds. The Com
pany contributes an amount equal to two-thirds of the
employees’ investments, up to 6% of regular compensa
tion, for a maximum company match of 4%. All Company
contributions are invested in the Company’s common
shares. Employees vest in a percentage of the Com
pany’s contribution after two years of service, with full
vesting at the completion of five years of service. There
is a similar plan for eligible management employees. The
cost of the plans charged to continuing operations
amounted to $23,596,000 in 1996, $16,983,000 in 1995
and $14,125,000 in 1994.
COLLINS INDUSTRIES, INC. (OCT)

TERRA INDUSTRIES INC. (DEC)
NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS
17 (In Part): Retirement Plans
The Corporation also sponsors a qualifying savings plan
covering most full-time employees. Contributions made
by participating employees are matched based on a
specified percentage of employee contributions up to 6%
of the employees’ pay base. The cost of the Corpora
tion’s matching contribution to the savings plan totaled
$4.0 million in 1996, $3.7 million in 1995 and $1.9 million
in 1994.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
6. Tax Deferred Savings Plan and Trust
In 1985 the Company made available to all eligible em
ployees the opportunity to participate in Collins Indus
tries, Inc. Tax Deferred Savings Plan and Trust. The
Company provides a 50% matching contribution in the
form of unregistered common stock of the Company on
the eligible amount invested by participants in the plan to
purchase common stock of the Company. The Com
pany’s contribution to this plan was $74,858 in 1996,
$86,365 in 1995 and $132,252 in 1994. This plan held
458,588 shares of the Company’s common stock at Oc
tober 3 1 , 1996 and 423,529 shares at October 31, 1995.
INTERFACE INC. (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 16 (In Part): Employee Benefit Plans
The Company has 401(k) retirement investment plans
(“401(k) Plans”), which are open to all U.S. employees
with one or more years of service. Effective October 1,
1996, all existing 401(k) plans of the Company’s subsidi
aries were merged into a new plan, “The Interface, Inc.
Savings and Investment Plan and Trust.” The new 401(k)
Plans call for Company contributions on a sliding scale
based on the level of the employee’s contribution. Ap
proximately 68% of eligible employees were enrolled in
the 401(k) Plans as of December 29, 1996. The Com
pany’s contributions are funded monthly by payment to
the 401(k) Plan administrators. Company contributions
totaled approximately $1.5 million, $0.6 million and $0.6
million for the years ended 1996, 1995 and 1994, re
spectively.

Employee Stock Ownership Plans
BECTON, DICKINSON AND COMPANY (SEP)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Thousands of dollars, exceptper share amounts)
Note 2 - Employee Stock Ownership Plan
(ESOP)/Savings Plan
The Company has an Employee Stock Ownership Plan
(ESOP) as part of its voluntary defined contribution plan
(savings plan) covering most domestic employees. The
ESOP is intended to satisfy ail or part of the Company’s
obligation to match 50% of employees’ contributions, up
to a maximum of 3% of each participant’s salary. To ac
complish this, in 1990, the ESOP borrowed $60,000 in a
private debt offering and used the proceeds to buy the
Company’s ESOP convertible preferred stock. Each
share of preferred stock has a guaranteed liquidation
value of $59 per share and is convertible into 3.2 shares
of the Company’s common stock. The preferred stock
pays an annual dividend of $3.835 per share, a portion of
which is used by the ESOP, together with the Company’s
contributions, to repay the ESOP debt. Since the ESOP
debt is guaranteed by the Company, it is reflected on the
consolidated balance sheet as short-term and long-term
debt with a related amount shown in the shareholders’
equity section as unearned ESOP compensation.
The amount of ESOP expense recognized is equal to
the cost of the preferred shares allocated to plan partici
pants and the ESOP interest expense for the year, re
duced by the amount of dividends paid on the preferred
stock.

Employee Compensatory Plans

Selected financial data pertaining to the ESOP/Savings Plan follows:
1995

1996
Total expense of the
savings plan
Compensation expense
(included in total
expense above)
Dividends on ESOP
shares used fo r
debt service
Num ber o f preferred
shares allocated
at September 30

7,659

1994

$
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shares allocated to participants and 1,251,161 suspense
shares at December 3 1 , 1996.
Compensation cost included in the consolidated state
ment of income was $11.7 million, $12.1 million, and
$12.4 million in 1996, 1995 and 1994, respectively.

9,347

$

5,115

$

$

2,693

$

5,080

$

6,543

$

3,484

$

3,596

$

3,711

COLGATE-PALMOLIVE COMPANY (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Dollars in Millions, Except Per Share Amounts)
6. Employee Stock Ownership Plan

325,632

288,785

248,766

The Company guarantees employees’ contributions to
the fixed income fund of the Savings Plan. The amount
guaranteed was $90,452 at September 3 0 , 1996.
CPC INTERNATIONAL INC. (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Stockholders’ Equity (In Part)
Employee Stock Ownership Plan (ESOP)—The Com
pany has an Employee Stock Ownership Plan (ESOP)
as part of its Savings/Retirement Plan covering U.S.
salaried employees. (Coverage for salaried employees
who joined the Company with the baking acquisition be
gan January 1, 1997). The ESOP is designed to provide
employees with increased ownership of the Company’s
stock and to satisfy the Company’s obligation to match
employees’ contributions to the Savings/Retirement Plan
on a $1 for $1 basis.
In 1989, the ESOP borrowed $200 million in a public
offering and used the proceeds to purchase approxi
mately 2.2 million shares of the Company’s Series A
ESOP convertible preferred stock. Since the notes were
guaranteed by the Company, they are reflected in the
consolidated balance sheet as short-term and long-term
debt with an offsetting amount included in stockholders’
equity as unearned ESOP compensation. The preferred
stock is convertible into approximately 4.4 million shares
of the Company’s common stock. The preferred stock
pays a dividend of $7.14 per share which is used by the
ESOP, together with Company contributions, to make
debt service payments on the ESOP notes. The notes
have a 15-year maturity and an original fixed interest rate
of 7.78%, which was reduced to 7.71% in 1993, in ac
cordance with the agreement. Also beginning in 1993, a
portion of the notes was refinanced on each payment
date. The weighted average interest rate was 7.20% and
7.41% in 1996 and 1995, respectively.
The number of shares allocated to participants is
based on the semi-annual payments of principal and in
terest due on the ESOP notes. In 1996 and 1995,
170,115 shares and 163,038 shares of preferred stock
valued at $15.2 million and $14.5 million, respectively,
were allocated to participants. The ESOP had 842,543

In 1989, the Company expanded its employee stock
ownership plan (ESOP) through the introduction of a lev
eraged ESOP covering certain employees who have met
certain eligibility requirements. The ESOP issued $410.0
of long-term notes due through 2009 bearing an average
interest rate of 8.6%. The long-term notes, which are
guaranteed by the Company, are reflected in the accom
panying Consolidated Balance Sheets. The ESOP used
the proceeds of the notes to purchase 6.3 million shares
of Series B Convertible Preference Stock from the Com
pany. The Stock has a minimum redemption price of $65
per share and pays semiannual dividends equal to the
higher of $2.44 or the current dividend paid on two com
mon shares for the comparable six-month period. Each
share may be converted by the Trustee into two shares
of common stock.
Dividends on these preferred shares, as well as com
mon shares also held by the ESOP, are paid to the
ESOP trust and, together with contributions, are used by
the ESOP to repay principal and interest on the out
standing notes. Preferred shares are released for alloca
tion to participants based upon the ratio of the current
year’s debt service to the sum of total principal and inter
est payments over the life of the loan. At December 31,
1996, 1,275,380 shares were allocated to participant ac
counts.
Dividends on these preferred shares are deductible for
income tax purposes and, accordingly, are reflected net
of their tax benefit in the Consolidated Statements of Re
tained Earnings.
Annual expense related to the leveraged ESOP, deter
mined as interest incurred on the notes, less employee
contributions and dividends received on the shares held
by the ESOP, plus the higher of either principal repay
ments on the notes or the cost of shares allocated, was
$3.9 in 1996, $8.3 in 1995 and $8.0 in 1994. Similarly,
unearned compensation, shown as a reduction in share
holders’ equity, is reduced by the higher of principal pay
ments or the cost of shares allocated.
Interest incurred on the ESOP’s notes amounted to
$33.5 in 1996, $33.9 in 1995 and $34.2 in 1994. The
Company paid dividends on the stock held by the ESOP
of $31.1 in 1996, $31.7 in 1995, and $32.3 in 1994.
Company contributions to the ESOP were $4.1 in 1996,
$6.4 in 1995 and $5.7 in 1994. Employee contributions
to the ESOP were $5.9 in 1996 and $0 in 1995 and
1994.
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THE GILLETTE COMPANY (DEC)

In 1990, the Company sold to the ESOP 165,872 shares
of a new issue of 8% cumulative Series C convertible
preferred stock for $100 million, or $602.875 per share.
Each share of Series C stock is entitled to vote as if it
were converted to common stock and is convertible into
40 common shares at $15.07188 per share. At Decem
ber 31, 1996, 157,925 Series C shares were outstand
ing, of which 116,082 shares were allocated to
employees and the remaining 41,843 shares were held
in the ESOP trust for future allocations. The 157,925 Se
ries C shares are equivalent to 6,316,981 shares of com
mon stock, about 1.1% of the Company’s outstanding
voting stock.
The Series C stock is redeemable upon the occur
rence of certain change in control or other events, at the
option of the Company or the holder, depending on the
event, at varying prices not less than the purchase price
plus accrued dividends.
The ESOP purchased the Series C shares with bor
rowed funds guaranteed by the Company. Company
contributions to the ESOP and the dividends paid on the
Series C shares are used to pay loan principal and inter
est semiannually over a 10-year period.
As the ESOP loan is repaid, a corresponding amount
of Series C stock held in the trust is released to partici
pant accounts. Allocations are made quarterly to the ac
counts of eligible employees, generally on the basis of
an equal amount per participant. In general, regular U.S.
employees participate in the ESOP after completing one
year of service with the Company.
The unpaid balance of this loan is reported as a liability
of the Company. An unearned ESOP compensation
amount is reported as an offset to the Series C shares in
the equity section.
Plan costs and activity for this plan follow.

up to 6 percent of compensation with a basic match at
rates ranging from 10 to 35 percent, with additional con
tributions depending upon company performance.
The company maintains an Employee Stock Owner
ship Plan (ESOP) for substantially all regular U.S. em
ployees not covered by collective bargaining
agreements. This plan was established in 1989 as a cost
effective way of funding certain employee retirement sav
ings benefits, including the company’s matching contri
butions under 401(k) employee savings plans. The
ESOP borrowed $548 million to purchase 15.4 million
shares of the company’s common stock, previously held
in treasury. Because the company has guaranteed re
payment of the ESOP debt, the debt and related un
earned compensation are recorded in the Consolidated
Balance Sheet.
Dividends on shares held by the ESOP are paid to the
ESOP trust and, together with company contributions,
are used by the ESOP to repay principal and interest on
the outstanding notes. Shares are released for allocation
to participants based upon the ratio of the current year’s
debt service to the sum of total principal and interest
payments over the life of the notes.
Annual expenses related to the ESOP generally repre
sent total debt service on the notes, less dividends, and
totaled $36 million in 1996, $30 million in 1995 and $32
million in 1994. These amounts are reported as an em
ployee benefit expense. Unearned compensation, shown
as a reduction of stockholders’ equity, is reduced by the
higher of principal payments or the cost of shares allo
cated.
Interest incurred on the ESOP’s notes totaled $34 mil
lion in 1996, $37 million in 1995 and $39 million in 1994.
The company paid dividends on the stock held by the
ESOP of $28 million in 1996, $28 million in 1995 and $26
million in 1994. Company contributions to the ESOP
were $37 million in 1996, $30 million in 1995 and $35
million in 1994.
In July 1996, the ESOP received Imation shares from
the spin-off distribution. These shares were sold, and the
proceeds were used to purchase additional 3M shares.

(Millions of dollars)

ESOP Shares

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Employee Stock Ownership Plan

Compensation expense
Cash contributions and
dividends paid
Principal payments
Interest payments

1996

1995

1994

$ 4.4

$ 6.0

$ 6.4

13.0
9.9
3.1

14.2
10.3
3.9

13.9
9.2
4.7

MINNESOTA MINING AND MANUFACTURING
COMPANY (DEC)
NOTES TO FINANCIAL STATEMENTS
Employee Savings and Stock Ownership Plans
The company sponsors employee savings plans under
Section 401(k) of the Internal Revenue Code. These
plans are offered to substantially all regular U.S. employ
ees. The company matches employee contributions of

Allocated
Com m itted to be released
Unreleased
Total

1996

1995

1994

5,202,188
399,220
9,103,730

5,116,265

4,236,925

9,892,575

10,941,944

14,705,138

15,008,840

15,178,869

—

—

THE STANLEY WORKS (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
J (In Part): Employee Benefit Plans
Employee Stock Ownership Plan (ESOP)
The Savings Plan provides opportunities for tax-deferred
savings, enabling eligible U.S. employees to acquire a
proprietary interest in the company. Such employees
may contribute from 1% to 15% of their salary to the
Plan. The company contributes an amount equal to one-

Employee Compensatory Plans

half of the first 7% of employee contributions. The
amounts in 1996, 1995 and 1994 under this matching ar
rangement were $8.4 million, $8.3 million and $8.3 mil
lion, respectively.
Shares of the company’s common stock held by the
ESOP were purchased with the proceeds of external bor
rowings in 1989 and borrowings from the company in
1991. The external ESOP borrowings are guaranteed by
the company and are included in long-term debt. Share
holders’ equity reflects both the internal and the external
borrowing arrangements.
Shares are released to participant accounts based on
principal and interest payments of the underlying debt.
These shares along with allocated dividends and shares
purchased on the open market are assigned to fund
share requirements of the employee contributions, the
associated employer match and the dividends earned on
participant account balances.
Net ESOP activity recognized is based on total debt
service and share purchase requirements less employee
contributions and dividends on ESOP shares. The com
pany’s net ESOP activity resulted in income of $8.6 mil
lion in 1996, $2.6 million in 1995 and $2.3 million in
1994.
Dividends on ESOP shares, which are charged to
shareholders’ equity as declared, were $15.1 million,
$14.8 million and $14.5 million in 1996, 1995 and 1994,
respectively. Interest costs incurred by the ESOP on ex
ternal debt for 1996, 1995 and 1994 were $4.8 million,
$5.5 million and $6.1 million, respectively. ESOP shares
not yet allocated to participants are treated as outstand
ing for purposes of computing earnings per share. As of
December 28, 1996, the number of ESOP shares allo
cated to participant accounts was 9,451,910 and the
number of unallocated shares was 10,800,908.
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CIRCUIT CITY STORES, INC. (FEB)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
5 (In Part): Capital Stock and Stock Incentive Plans
(C) Employee Stock Purchase Plan: The Company has
an Employee Stock Purchase Plan for all employees
meeting certain eligibility criteria. Under the Plan, eligible
employees may purchase shares of the Company’s com
mon stock, subject to certain limitations, at 85 percent of
its market value. Purchases are limited to 10 percent of
an employee’s eligible compensation, up to a maximum
of $7,500 per year. At February 29, 1996, a total of
62,406 shares remained available under the Plan. Dur
ing fiscal 1996, 474,889 shares were issued to or pur
chased on the open market for employees (537,467 and
436,400 in fiscal 1995 and 1994, respectively). The aver
age price per share was $29.97, $22.23 and $26.20 in
fiscal 1996, 1995 and 1994, respectively. The purchase
price discount is charged to operations and totaled
$2,030,000, $1,760,200 and $1,653,700 in fiscal 1996,
1995 and 1994, respectively.
FURON COMPANY (JAN)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
1 (In Part): Summary of Significant Accounting Policies
Stock-Based Compensation
The Company accounts for stock-based employee com
pensation in accordance with the provisions of APB
Opinion No. 25, “Accounting for Stock Issued to Employ
ees” and related Interpretations as permitted by SFAS
No. 123, “Accounting for Stock-Based Compensation.”
7 (In Part): Stockholders’ Equity

Stock Purchase Plans
BAKER HUGHES INCORPORATED (SEP)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 7 (In Part): Employee Stock Plans
The Company has an Employee Stock Purchase Plan
(the “Plan”) under which there remain authorized and
available for sale to employees, at a discount of 15%, an
aggregate of 1.6 million shares of the Company’s com
mon stock. Based on the market price of common stock
on the date of grant, the Company estimates that ap
proximately 418,000 shares will be purchased in July
1997. Under the Plan, 427,000, 414,000 and 421,000
shares were issued at $18.81, $17.96 and $17.96 per
share during 1996, 1995 and 1994, respectively.

Stock Compensation Plans
At February 1, 1997, the Company has three stockbased compensation plans (two stock incentive plans
and an Employee Stock Purchase Plan), which are de
scribed below. The Company has elected to follow APB
Opinion No. 25, “Accounting for Stock Issued to Employ
ees” and related Interpretations in accounting for its
plans. Accordingly, no compensation expense has been
recognized for its stock option awards and its stock pur
chase plan because the exercise price of the Company’s
stock options equals the market price of the underlying
stock on the date of grant. Had compensation expense
for the Company’s stock option awards under its stock
incentive plans and its stock purchase plan been deter
mined based on the fair value at the grant dates for
awards under those plans consistent with the method of
SFAS No. 123, “Accounting for Stock-Based Compensa
tion,” the Company’s net income (loss) and earnings
(loss) per share would have been reduced to the pro
forma amounts indicated below;
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1997
Net incom e (loss)
As reported
Pro form a
Earnings (loss) per share
As reported
Pro form a

1996

$(39,751)
(40,236)

$13,169
13,005

$

$

(4.47)
(4.53)

1.46
1.44

The stock based compensation for fiscal 1997 and 1996,
reflected in the above pro forma information may not be
indicative of such compensation in future periods as it
only reflects options granted in fiscal 1997 and 1996.

Employee Stock Purchase Plan
Effective November 1, 1994 the Company adopted an
Employee Stock Purchase Plan to provide substantially
all employees who have completed one year of service
an opportunity to purchase shares of its common stock
through payroll deductions, up to 10% of eligible com
pensation. Annually, on October 31, participant account
balances are used to purchase shares of stock at the
lesser of 85 percent of the fair market value of shares on
November 1 (grant date) or October 31 (exercise date).
The aggregate number of shares purchased by an em
ployee may not exceed 5,000 shares annually (subject to
limitations imposed by the Internal Revenue Code). The
Employee Stock Purchase Plan expires on October 31,
2004. A total of 200,000 shares are available for pur
chase under the plan. There were 34,238 and 31,091
shares issued under the plan during fiscal years 1997
and 1996, respectively. Compensation expense is recog
nized for the fair value of the employee’s purchase
rights, estimated using the Black-Scholes model, with the
following assumptions for fiscal years 1997 and 1996, re
spectively: dividend yield of 1.1% and 1.5%; expected
life of 1 year for both years; expected volatility of 33%
and 31%; and risk-free interest rates of 5.4% and 5.3%.
The weighted-average fair value of those purchase rights
granted in fiscal years 1997 and 1996 was $5.76 and
$4.22.
GEORGIA GULF CORPORATION (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 7: Stock Option and Purchase Plans
Options to purchase common stock of the Company
have been granted to employees under plans adopted in
1987 and 1990. Options prices are equal to the closing
price of the Company’s stock on date of grant. Options
vest ratably over a three- or five-year period from the
date of grant and expire no more than ten years after
grant.

The following is a summary of all stock option informa
tion:
1996
Stock options:
Outstanding at
beginning of year
Granted at $36.50
per share
Exercised
Forfeited o r canceled
Outstanding at end
of year

Year Ended December 31,
1995
1994

1,299,031

1,569,245

2,170,800

(340,770)
(1.700)

(270,214)

210,000
(809,605)
(1,950)

956,561

1,299,031

1,569,245

$3.07-$36.50
1,131,031

$3.07-$36.50
1,359,245

13,827

13,827

Options exercise price
range per share
$6.36-$36.50
Options exercisable
830,561
Options available
fo r grant
15,527

The Company’s stockholders have approved a qualified,
non-compensatory employee stock purchase plan, which
allows employees to acquire shares of common stock
through payroll deductions over a twelve-month period.
The purchase price is equal to 85 percent of the fair mar
ket value of the common stock on either the first or last
day of the subscription period, whichever is lower. Pur
chases under the plan are limited to 15 percent of an
employee’s base salary. In connection with this stock
purchase plan, 647,822 shares of common stock are re
served for future issuances. Under this plan and similar
plans, 152,178, 127,722 and 251,940 shares of common
stock were issued at $22.47, $26.14 and $15.99 per
share during 1996, 1995 and 1994, respectively.
The Company accounts for its stock-based compensa
tion plans in accordance with Accounting Principles
Board (“APB”) Opinion No. 25, “Accounting for Stock Is
sued to Employees,” under which no compensation was
recognized in 1996 and 1995 for Its stock option plans or
its stock purchase plans. Options issued under the plan
adopted in 1987 were granted with related cash compen
sation awards. Compensation expense of $3,827,000
was recognized in 1994 relating to options issued under
this plan. The Company adopted SFAS No. 123, “Ac
counting for Stock-Based Compensation,” for disclosure
purposes in 1996. In accordance with the disclosure re
quirements of SFAS No. 123, the Company is required to
calculate the pro forma compensation cost of all stock
options and purchase rights granted after December 31,
1994, using an option pricing model. Since no stock op
tions have been granted since December 31, 1994, only
stock purchase rights granted in connection with the
Company’s stock purchase plan, described above, are
subject to the calculation.
For SFAS No. 123 purposes, the fair value of each
stock purchase right for 1996 and 1995 has been esti
mated as of the date of the right using the Black-Scholes

Employee Compensatory Plans

option pricing model with the following weighted average
assumptions for 1996 and 1995, respectively: risk-free
interest rates of 5.09 percent and 7.43 percent; dividend
yields of 1.04 percent and 0.82 percent; expected vola
tilities of 0.30 and 0.32; and expected life of one year for
both years. Using these assumptions, the fair value of
the stock purchase plan rights for 1996 and 1995 were
$1,062,000 and $1,544,000, respectively. Had compen
sation cost been determined consistently with SFAS No.
123, utilizing the assumptions detailed above, the Com
pany’s net income and net income per common share
would have been reduced to the following pro forma
amounts:
Net incom e (in thousands)
As reported
Pro form a
Net income per com m on share
As reported
Pro form a

1996

1995

$71,620
70,962

$186,494
185,537

$

$

1.97
1.96

4.73
4.70

INTERGRAPH CORPORATION (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 1 (In Part): Significant Accounting Policies
Stock-Based Compensation Plans: The Company has
two stock-based compensation plans, a fixed stock op
tion plan and a stock purchase plan.
Under the fixed stock option plan, stock options may
be granted to employees at fair market value or at a
price less than fair market value at the date of grant. No
compensation expense is recognized for options granted
at fair market value. Expense associated with grants at
less than fair market value, equal to the difference in fair
market value at the date of grant and exercise price, is
recognized over the vesting period of the options.
Under the stock purchase plan, employees purchase
stock of the Company at 85% of the closing market price
of the Company’s stock as of the last pay date of each
calendar month. No compensation expense is recog
nized for the difference in price paid by employees and
the fair market value of the Company’s stock at the date
of purchase.
Effective December 31, 1996, the Company adopted
the disclosure requirements of Statement of Financial
Accounting Standards No. 123, Accounting for StockBased Compensation. This Statement, effective for
transactions entered into during calendar year 1996 for
the Company, establishes accounting and reporting
standards for stock-based employee compensation
plans including, with respect to the Company, stock op
tions and employee stock purchase plans. The State
ment also establishes fair value as the measurement
basis for transactions in which goods or services are ac
quired from nonemployees in exchange for equity instru
ments.
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The Statement defines a fair value-based method of
accounting for employee stock options under which com
pensation cost is measured at the date options are
granted and recognized by charges to expense over the
employees’ service periods, and it encourages entities to
adopt that method of accounting. It also allows entities to
continue to measure compensation cost using the
method prescribed under Accounting Principles Board
(APB) Opinion No. 25, under which compensation ex
pense is recognized only for the excess, if any, of the
market price of the stock at grant date over the amount
the employee must pay to acquire stock. The Company
has elected to continue to account for its employee stock
options and its employee stock purchases under the pro
visions of APB No. 25. This decision results in recogni
tion of no compensation expense for employee stock
options that are granted at market price at the date of
grant or for employee stock purchases. However, in ac
cordance with the disclosure provisions of the State
ment, the Company has provided proforma basis
information to reflect results of operations and earnings
per share had compensation expense been recognized
for these items. See Note 9.
Note 9 (In Part): Stock-Based Compensation Plans
The Company has reserved a total of 3,000,000 shares
of common stock to grant as options to key employees
under the Intergraph Corporation 1992 Stock Option
Plan. Options may be granted at fair market value or at a
price less than fair market value on the date of grant.
Options are not exercisable prior to twenty four months
from the date of grant or later than ten years after the
date of grant. At December 31, 1996, 1,151,641 shares
were available for future grants.
Under the 1995 Employee Stock Purchase Plan,
3,200,000 shares of common stock were made available
for purchase through a series of five consecutive annual
offerings each June beginning June 1, 1995. In order to
purchase stock, each participant may have up to 10% of
his or her pay, not to exceed $25,000 in any offering pe
riod, withheld through payroll deductions. All full time em
ployees, except members of the Administrative
Committee of the Plan, are eligible to participate. The
purchase price of each share is 85% of the closing mar
ket price of the Company’s common stock on the last
pay date of each calendar month. Employees purchased
352,759, 358,687, and 510,625 shares of stock in 1996,
1995 and 1994, respectively, under the 1995 and prede
cessor Plans. At December 31, 1996, 2,655,727 shares
were available for future purchases.
As allowed under the provisions of Statement of Finan
cial Accounting Standards No. 123, Accounting for
Stock-Based Compensation, the Company has elected
to apply Accounting Principles Board (APB) Opinion No.
25, Accounting for Stock Issued to Employees, and re
lated Interpretations in accounting for its stock-based
plans. Accordingly, the Company has recognized no
compensation expense for these plans. Had the Com
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pany accounted for its stock-based compensation plans
based on fair value of awards at grant date consistent
with the methodology of SFAS 123, the Company’s net
loss and loss per share would have been increased as
indicated below. The effects of applying SFAS 123 on a
pro forma basis are not likely to be representative of the
effects on reported pro forma net income (loss) for future
years as the estimated compensation costs reflect only
options granted subsequent to December 3 1 , 1994.
Year Ended December 31,

1996

1995

Net loss
As reported
Pro form a

$(69,112)
$(71,447)

$(45,348)
$(46,757)

Prim ary and fu lly diluted loss per share
As reported
Pro form a

$
$

$
$

(In thousands, except per share amounts)

(1.46)
(1.51)

(.98)
(1.01)

Under the methodology of SFAS 123, the fair value of
the Company’s fixed stock options was estimated at the
date of grant using the Black-Scholes option pricing
model. The multiple option approach was used, with as
sumptions for expected option life of 1.39 years after
vest date and 40% expected volatility for the market
price of the Company’s stock. Dividend yield is excluded
from the calculation since it is the present policy of the
company to retain all earnings to finance operations.
Risk free interest rates were determined separately for
each grant and are as follows;
Expected Life
(in years)
3.39
4.39
5.39
6.39

Risk Free Interest Rate
1996
1995
6.55%
6.67%
6.74%
6.79%

5.95%
6.02%
6.09%
6.17%

The Black-Scholes option valuation model was devel
oped for use in estimating the fair value of traded options
which have no vesting restrictions and are fully transfer
able. In addition, option valuation models require the in
put of highly subjective assumptions, including expected
stock price volatility. Because the Company’s employee
stock options have characteristics significantly different
from those of traded options, and because the subjectiv
ity of assumptions can materially affect estimates of fair
value, the Company believes the Black-Scholes model
does not necessarily provide a reliable single measure of
the fair value of its employee stock options.
Shares issued under the Company’s stock purchase
plan were valued at the difference between the market
value of the stock and the discounted purchase price of
the shares on the date of purchase. The date of grant
and the date of purchase coincide for this plan.
The weighted average grant date fair values of options
granted to employees during 1996 and 1995 were $3.92
and $4.84, respectively, under the 1992 stock option
plan and $1.78 and $1.88, respectively, under the 1995
stock purchase plan.

THE INTERPUBLIC GROUP OF COMPANIES, INC.
(DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 6 (In Part): Employee Stock Plans
Under the Employee Stock Purchase Plan (ESPP), em
ployees may purchase common stock of the Company
through payroll deductions not exceeding 10% of their
compensation. The price an employee pays for a share
of stock is 85% of the market price on the last business
day of the month. During 1996, 1995 and 1994, respec
tively, 186,586 shares, 158,547 shares, and 144,662
shares were issued. An additional 5,724,820 shares
were reserved for issuance at December 31, 1996.
Under the Company’s Achievement Stock Award Plan,
awards may be made up to an aggregate of 1,248,000
shares of common stock together with cash awards to
cover any applicable withholding taxes. During 1996,
1995 and 1994 respectively, 5,670 shares, 7,185 shares
and 10,580 shares were awarded. The weighted-aver
age fair value on the date of grant in 1996 and 1995 was
$46.29 and $37.10, respectively.
The Company has adopted Financial Accounting
Standard No. 123, “Accounting for Stock-Based Com
pensation” (FAS 123). As permitted by the provisions of
FAS 123, the Company applies APB Opinion 25 “Ac
counting for Stock Issued to Employees” and related in
terpretations in accounting for its stock-based employee
compensation plans. Accordingly, no compensation cost
has been recognized for the Company’s stock options or
for purchase under the Company’s stock purchase plan.
The cost recorded for restricted stock and achievement
stock awards in 1996, 1995 and 1994 was $14,527,086,
$13,738,872 and $12,021,746, respectively. If compen
sation cost for the Company’s stock options plans and its
stock purchase plan had been determined based on the
fair value at the grant dates as defined by FAS 123, the
Company’s pro forma net income and earnings per share
would have been as follows:
(Dollars in thousands,
except per share data)
Net income
As reported
Pro form a
Earnings per share
As reported
Pro form a

1996

1995

$205,205
$198,219

$129,812
$125,636

$
$

$
$

2.56
2.47

1.66
1.61

For purposes of this pro forma information, the fair value
of shares issued under the Employee Stock Purchase
Plan was based on the 15% discount received by the
employees. The weighted-average fair value on the date
of purchase for stock purchased under this plan was
$6.90 and $5.58 in 1996 and 1995, respectively.
For purposes of this pro forma information, the fair
value of each option grant is estimated on the date of
grant using the Black-Scholes option-pricing model with
the following weighted-average assumptions used for
grants in 1996 and 1995, respectively: dividend yield of
1.41% and 1.72%: expected volatility of 20.71% and
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22.08%; risk-free interest rate of 6.43% and 7.66%; and
expected life of 6 years for both years. The weighted-av
erage fair value on the date of grant for options granted
in 1996 and 1995 was $14.45 and $10.89, respectively.
As required by FAS 123, this pro forma information is
based on stock awards made beginning in 1995 and ac
cordingly is not likely to be representative of the pro
forma effects in future years because options vest over
several years and additional awards generally are made
each year.
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The Company provided for profit sharing contributions
of $385,000, $920,000 and $1,084,000 for 1994, 1995
and 1996, respectively. The Company’s matching 401(k)
contributions required by the plan for 1994, 1995 and
1996 were approximately $500,000, $602,000 and
$664,000, respectively.
CONCORD FABRICS INC. (AUG)
NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS

TANDEM COMPUTERS INCORPORATED (SEP)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Employee Benefits (In Part)
Employee Stock Purchase Plan—Under the employee
stock purchase plan, the Company may offer shares to
employees in two ways. Under the first method, eligible
employees may elect to purchase shares of Common
Stock at the lower of 85 percent of fair market value as
of the first trading day of each quarterly participation pe
riod, or as of the last trading day of each quarterly partici
pation period. Under this method, in 1996, 1995 and
1994, employees purchased 1,287,000 shares for aggre
gate proceeds of $11.1 million; 876,000 shares for ag
gregate proceeds of $11.0 million; and 1,111,000 shares
for aggregate proceeds of $10.4 million, respectively.
Under the second method, the Company may grant to all
eligible employees an option to purchase an identical
number of shares of Common Stock at not less than 85
percent of fair market value at the grant date. As of Sep
tember 30, 1996 and 1995, the Company had reserved
3.6 million shares and 1.2 million shares, respectively,
for future issuance under its employee stock purchase
plan.

Profit Sharing Plans
ABM INDUSTRIES INCORPORATED (OCT)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
6 (In Part): Employee Benefit Plans
(b) 401(k) and Profit Sharing Plan
The Company has a profit sharing and 401(k) plan cov
ering all nonmanual employees (except highly compen
sated individuals) not covered under collective bargain
ing agreements, which includes employer participation in
accordance with the provisions of Section 401(k) of the
Internal Revenue Code. The plan allows participants to
make pretax contributions and the Company matches
certain percentages of employee contributions depend
ing on the participant’s length of service. The profit shar
ing portion of the plan is discretionary and non-contribu
tory. All amounts contributed to the plan are deposited
into a trust fund administered by independent trustees.

(F) Profit-Sharing Plan:
The Company’s noncontributory profit-sharing plan, ap
proved by the Treasury Department, for the benefit of eli
gible full time employees, provides for a minimum annual
contribution to a trust fund based on percentages of pre
tax profits (as defined); the Board of Directors may in
crease such minimum annual contribution at its sole dis
cretion but all contributions are limited to the maximum
amount deductible for federal income tax purposes. Con
tributions of $150,000 and $500,000 were made for the
years ended September 1, 1996 and August 28, 1994,
respectively; no contribution was made for the year
ended September 3, 1995.
GENERAL MILLS, INC. (MAY)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
15 Profit-Sharing Plans
The Executive Incentive Plan provides incentives to key
individuals who have the greatest potential to contribute
to current earnings and successful future operations.
These awards, are approved by the Board of Directors
upon recommendation of the Compensation Committee
and depend on profit performance in relation to pre-es
tablished goals. The Plan is administered by the Com
pensation Committee, which consists solely of outside
directors. Profit-sharing expense was $7.0 million, $.9
million and $1.5 million in 1996, 1995 and 1994, respec
tively.
HERMAN MILLER, INC. (MAY)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Employee Benefit Plans (In Part)
Profit Sharing Plan—Herman Miller, Inc., and three of its
subsidiaries have a trusted profit sharing plan that cov
ers substantially all employees who have completed one
year of employment. The plan provides for discretionary
contributions (payable in the company’s common stock)
of not more than 6.0 percent of pretax income of the par
ticipating companies, or such other lesser amounts as
may be established by the Board of Directors. The cost
of the plan charged against operations was $4.5, $2.6,
and $2.9 million in 1996, 1995, and 1994, respectively.
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NIKE, INC. (MAY)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 9 (In Part): Benefit Plan
The Company has a profit sharing plan available to sub
stantially all employees. The terms of the plan call for an
nual contributions by the Company as determined by the
Board of Directors. Contributions of $15,500,000,
$11,200,000 and $8,500,000 to the plan are included in
other expense in the consolidated financial statements
for the years ended May 31, 1996, 1995 and 1994, re
spectively.
PRAB, INC. (OCT)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 6 (In Part): Pension and Profit Sharing Plans
The Company’s salaried employees profit sharing plan is
a combination defined contribution profit sharing and
401(k) plan. The profit sharing plan covers substantially
all employees of the Company other than those covered
by the collective bargaining agreement. The profit shar
ing plan provides for an annual contribution of not less
than 5% of the Company’s income before income taxes,
proceeds from life insurance policies and gain on sale of
capital assets. Contributions for the profit sharing plan
are used to buy Company stock. The stock under this
plan is allocated to salaried employees based on their
pro-rata compensation. Salaried employees vest in the
shares of the Company based on a 5 year schedule,
10% in year 1, 20% in year 2, 40% in year 3, 70% in year
4, and 100% in year 5. Contributions made by the Com
pany in accordance with the profit sharing plan were ap
proximately $66,000 in 1996 and 1995. Employer match
ing contributions are made to the 401(k) plan in an
amount equal to 25% of the lessor of: the amount desig
nated by the employee for withholding and contribution
to the 401(k) plan; or 4% of the employee’s total com
pensation. In addition, The Company will make a contri
bution equal to 1% of each eligible employee’s compen
sation who is employed on the last day of the plan year
and who performs 1,000 or more hours of service for the
Company during the plan year. The cost of this plan was
$28,953 and $26,089 in 1996 and 1995, respectively.

Incentive Compensation Plans
CENTRAL SPRINKLER COMPANY (OCT)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Amounts In Thousands)
12. Incentive Compensation Plans:
The Company has an Incentive Compensation Plan
which provides awards to officers and other employees
of the Company. Amounts credited to the incentive com
pensation fund are 8% of monthly operating income, as
defined in the Plan, if monthly operating income meets
specified levels. Another plan provides three executive
officers with a bonus paid on annual net income in ex
cess of the 1985 base income level at a combined rate of
2½ of the increase. The total amounts charged to ex
pense for all such plans were $1,013, $1,553 and $590
for the years ended October 31, 1996, 1995 and 1994,
respectively. Awards from the Incentive Compensation
Plan are made to officers and other employees based on
both specified percentage participation in the Plan as
well as special awards determined at the discretion of
the Company’s Chairman.
DSC COMMUNICATIONS CORPORATION (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Incentive Compensation
The Company has an Incentive Awards Plan (the “Plan”)
administered by the Compensation Committee of the
Board of Directors which provides for payment of cash
and stock awards to officers and key employees based
upon achievement of specific goals by the Company and
the participating executives. No payments were made
under the Plan in 1996. In 1995, cash of approximately
$6.4 million and approximately 74,000 shares of re
stricted stock (valued at approximately $2.5 million and
vesting over two years) were awarded under the Plan. In
1994, cash awards of approximately 47.0 million were
charged to income under the Plan. The Company also
had a 1990 Long-Term Incentive Compensation Plan
(“LTIP”) which awards performance units to certain key
executives. Certain officers were awarded units in 1990
under the Company’s 1990 LTIP by the Compensation
Committee of the Board of Directors.

Employee Compensatory Plans

The units vested to the officers over six years through
December 31, 1995, and the value of a unit was deter
mined annually based on the Company’s operating per
formance, as defined in the plan. The total value of the
units included amounts payable in cash which were
charged to operations in 1995 and 1994 (approximately
$7.2 million and $6.9 million, respectively) and approxi
mately 146,000 shares of restricted stock issued in Janu
ary 1996. The restricted shares, which vest in equal an
nual increments over two years, were valued at $5.4
million at the date of award, of which $2.7 million was
charged to operations during 1996.
Also, during 1995 and early 1996, 177,000 units were
awarded by the Compensation Committee of the Board
of Directors to certain key executives under the Com
pany’s 1994 LTIP. The units vest to the officers over five
years beginning in 1996, and the value of a unit is deter
mined annually beginning in 1996 based on the Com
pany’s operating performance, as defined in the plan.
These units had no value as of December 31, 1996, and
no amounts were charged to operations during the year.
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Deferred Compensation Plans
FEDERATED DEPARTMENT STORES, INC. (JAN)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
12 (In Part): Retirement Plans
Deferred Compensation Plan
The Company has a deferred compensation plan
wherein eligible executives may elect to defer a portion
of their compensation each year as either stock credits
or cash credits. The Company transfers shares to a trust
to cover the number it estimates will be needed for distri
bution on account of stock credits currently outstanding.
At February 1, 1997, February 3, 1996 and January 28,
1995, the liability under the plan, which is reflected in
other liabilities, was $11.8 million, $7.5 million and $3.9
million, respectively. Expense for the 52 weeks ended
February 1, 1997, the 53 weeks ended February 3, 1996
and the 52 weeks ended January 28, 1995 was immate
rial.

LUKENS INC. (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Dollars in thousands)

GUILFORD MILLS, INC. (SEP)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Dollars in thousands)

6 (In Part): Compensation Plans

8 (In Part): Benefit Plans

Incentive Compensation. Most Lukens employees par
ticipate in incentive compensation plans. These plans
are based on the consolidated results of Lukens Inc.,
and on the results and performance measures of various
subsidiaries. Compensation expense under these plans
is listed below.

The Company also maintains deferred compensation
plans for certain officers and salaried employees. These
plans are being provided for currently. During 1996,
1995 and 1994, the provisions under these plans were
$1,828, $1,964, and $1,882, respectively. The liability for
deferred compensation was $17,201 at September 29,
1996 and $17,226 at October 1, 1995 and is included in
other deferred liabilities in the accompanying balance
sheets.
Insurance policies are maintained to fund the deferred
compensation plans and other benefits to senior man
agement such as life insurance and defined benefit
plans, and for keyman coverage.

1996

1995

1994

$9,944

$24,875

$17,444

UNITED FOODS, INC. (FEB)
NOTES TO FINANCIAL STATEMENTS

HECLA MINING COMPANY (DEC)
Note 8 (In Part): Employee Benefit Plans
B. Incentive Plans
The Company has an incentive compensation plan
which covers 43 key employees. The costs of the plan
are computed in accordance with a formula which incor
porates return on average assets and return on equity.
Costs of the plan charged to operations for fiscal 1996,
1995 and 1994 were approximately $126,000, $484,000
and $136,000, respectively.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 7 (In Part): Employee Benefit Plans
The Company has a nonqualified deferred compensation
plan which permits eligible officers, directors and key
employees to defer a portion of their compensation. The
deferred compensation, which together with company
matching amounts and accumulated interest is accrued
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and partially funded, is distributable in cash after retire
ment or termination of employment, and at December
31, 1996 and 1995, amounted to approximately $2.3 mil
lion and $1.8 million, respectively. The Company
amended the Deferred Compensation Plan effective
January 1, 1995. The amended plan allows the partici
pants to defer up to a maximum of 50% of base salary
and up to 100% of annual bonuses. The participants may
elect to receive such deferred amounts, together with in
terest at the Moody’s Corporate Bond Yield rate, in one
payment at retirement, or on any plan anniversary after
the completion of three years, as elected.
The Company has an employees’ Capital Accumula
tion Plan which is available to all salaried and certain
hourly employees after completion of six months of serv
ice. Employees may contribute from 2% to 15% of their
compensation to the plan. The Company makes a
matching contribution of 25% of an employee’s contribu
tion up to, but not exceeding, 5% of the employee’s earn
ings. Commencing in 1997, the Company’s matching
contribution will be 25% of an employee’s contribution up
to, but not exceeding, 6% of the employee’s earnings.
The company’s contribution was approximately $190,000
in 1996, $173,000 in 1995, and $170,000 in 1994.
LABARGE, INC. (JUN)
NOTES TO FINANCIAL STATEMENTS
8 (In Part): Employee Benefit Plans
In 1992, the Company started a deferred compensation
plan for selected employees who, due to Internal Reve
nue Service guidelines, could not take full advantage of
the contributory profit-sharing plan. This plan, which is
not required to be funded, allows eligible employees to
defer portions of their current compensation and the
Company guarantees a return of 2% over the Prime in
terest rate on the deferral (compounded daily from the
date of deferral). To support the deferred compensation
plan, the Company has elected to purchase Companyowned life insurance. The costs associated with the plan
for 1996 are $.06 million for the guaranteed return and $0- for the expense of the Company-owned life insurance.
The cash surrender value of the Company-owned life in
surance is in other assets. The liability for the deferred
compensation is in accrued employee compensation.

SPEIZMAN INDUSTRIES, INC. (JUN)
NOTES TO FINANCIAL STATEMENTS
Note 11—Deferred Compensation Plans
The Company has deferred compensation agreements
with two employees providing for payments amounting to
$2,056,680 upon retirement and from $1,546,740 to
$2,181,600 upon death prior to retirement. One agree
ment, as modified, has been in effect since 1972 and the
second agreement was effective October 1989. Both
agreements provide for monthly payments on retirement
or death benefits over fifteen year periods. Both agree
ments are funded under trust agreements whereby the
Company pays to the trust amounts necessary to pay
premiums on life insurance policies carried to meet the
obligations under the deferred compensation agree
ments.
Charges to operations applicable to those agreements
were approximately $53,885, $43,885 and $72,673 for
the fiscal years 1996, 1995 and 1994, respectively.
WINNEBAGO INDUSTRIES, INC. (AUG)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 11 (In Part): Employee Retirement Plans
The Company also has a nonqualified deferred compen
sation program which permits key employees and direc
tors to annually elect (via individual contracts) to defer a
portion of their compensation until their retirement. The
retirement benefit to be provided is fixed based upon the
amount of compensation deferred and the age of the in
dividual at the time of the contracted deferral. An individ
ual generally vests at the age of 55, with five years of
service since the deferral was made. For deferrals prior
to December 1992, vesting also occurs after 20 years of
service.
Deferred
compensation
expense
was
$1,556,000, $1,629,000, and $2,056,000 in fiscal 1996,
1995 and 1994, respectively. Total deferred compensa
tion liabilities were $21,025,000, and $20,542,000, at
August 31, 1996 and August 2 6 , 1995, respectively.
To assist in funding the deferred compensation liability,
the Company has invested in corporate-owned life insur
ance policies. The cash surrender value of these policies
(net of borrowings of $10,499,000 and $7,054,000, at
August 31, 1996 and August 26, 1995, respectively) are
presented as assets of the Company in the accompany
ing balance sheets.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

DEPRECIATION EXPENSE
Paragraph 5 of APB Opinion No. 12 stipulates that both
the amount of depreciation expense and method or
methods of depreciation should be disclosed in the finan
cial statements or in notes thereto. Paragraph 5, Chapter
9C of Accounting Research Bulletin No. 43 defines de
preciation accounting (the process of allocating the cost
of productive facilities over the expected useful lives of
the facilities) as “a system of accounting which alms to
distribute the cost or other basic value of tangible capital
assets, less salvage (if any), over the estimated useful
life of the unit (which may be a group of assets) in a sys
tematic and rational manner. It is a process of allocation,
not of valuation.”
Table 3-13 summarizes the methods of depreciation
used to allocate the cost of productive facilities. Exam
ples of depreciation expense disclosures follow.

Note 1 (In Part): Summary of Accounting Practices
Property and Equipment
Property and equipment are stated at cost. Depreciation
and amortization are computed using the straight-line
method over estimated useful lives (or, for leasehold im
provements and assets recorded under capital lease ob
ligations, over the remaining lease terms or estimated
useful lives, whichever is shorter) as follows:
Years
5
3-15
3-20
20-40

System spares
Production and data processing equipm ent
Office furnitu re, equipm ent and im provem ents
Buildings

BOWNE & CO., INC. (OCT)
TABLE 3-13: DEPRECIATION METHODS

1996

Number of Companies
1996 1995 1994 1993
S tra ig h t-lin e ................................. . . . .
D eclining-balance....................... . . . .
Sum -of-the-years’-d ig its ............ . . . .
Accelerated m ethod-not specified . .
U n its -o f-p ro d u c tio n ................... . . . .
O ther............................................... . . . .

575
28
12
48
42
12

572
27
12
49
38
11

573
27
9
49
49
11

570
26
9
56
46
9

Straight-Line Method

Total
Expenses:
Cost of sales
Selling and
adm inistrative
Depreciation and
am ortization
Interest
Total
Income before
incom e taxes

AMDAHL CORPORATION (DEC)
C o n so lid a te d S tate m en ts o f C ash F lo w s

(Dollars in thousands)

Revenues:
Net sales
Other

1996

Cash Flows From Operating
Activities
Net income (loss)
(326,682)
Adjustm ents to reconcile net
incom e (loss) to net cash
provided by (used for)
operating activities:
Depreciation and am ortization
104,980
W rite-dow n o f inventories and
leased system s to market
130,000
Purchased in-process
engineering and developm ent 20,700
Restructuring charges
40,000
Deferred income tax provision
13,816
Gain on sales of assets
(559)

1995

1994

74,804

108,552

132,864

26,000

—

27,296

—

(3,201)
(343)

1994

$501,369,000 $392,713,000 $380,653,000
4,905,000
3,706,000
5,233,000
506,274,000

396,419,000

385,886,000

27 6,141,000

2 3 3 ,4 9 3 ,000

221,943,000

133,194,000

102,4 3 9 ,000

93 ,4 5 2 ,000

21,247,000
677,000

17,852,000
884,000

15,158,000
1,130,000

431,259,000

354,668,000

331,683,000

75,015,000

41,751,000

54,203,000

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

28,527

—

1995

—

(7,083)
(8,524)

1 (In Part): Summary of Accounting Policies
Real Estate, Equipment and Leasehold Improvements
Real estate, equipment and leasehold improvements are
carried at cost. Maintenance and repairs are expensed
as incurred.
Depreciation for financial statement purposes, which is
provided on the straight-line method, was $20,621,000
(1996), $16,604,000 (1995) and $13,786,000 (1994).
Depreciation is calculated for tax purposes using accel
erated methods.
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Estimated lives used in the calculation of depreciation
for financial statement purposes are:

Accelerated Methods
THE DOW CHEMICAL COMPANY (DEC)

Buildings
M achinery and plant equipm ent
Furniture and fixtures
Vehicles
Leasehold im provem ents

20-40 years
3 - 1 ½
2e
y ars
5-1 2 ½ years
3-5 years
Shorter of useful life
o r term of lease

KIMBALL INTERNATIONAL INC. (JUN)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 1 (In Part): Summary of Significant Accounting
Policies
Property, Equipment and Depreciation. Property and
equipment are stated at cost. Depreciation is provided
over the estimated useful life of the assets using the
straight-line method for financial reporting purposes.
Maintenance, repairs and minor renewals and better
ments are expensed; major improvements are capital
ized.
Note 4. Property and Equipment
Major classes of property and equipment consist of the
following:

NOTES TO FINANCIAL STATEMENTS
In millions
A (In Part): Summary of Significant Accounting Policies
Property, Investments and Other Assets
Land, buildings and equipment, including property under
capital lease agreements, are carried at cost less accu
mulated depreciation. Depreciation is based on the esti
mated service lives of depreciable assets and is gener
ally provided using the declining balance method. Fully
depreciated assets are retained in property and depre
ciation accounts until they are removed from service. In
the case of disposals, assets and related depreciation
are removed from the accounts and the net amounts,
less proceeds from disposal, are charged or credited to
income.
G. Property
Depreciation expense was $1,259 in 1996, $1,369 in
1995, and $1,224 in 1994. Manufacturing maintenance
and repair costs were $695 in 1996, $824 in 1995, and
$865 in 1994. Capitalized interest was $35 in 1996, $28
in 1995, and $66 in 1994.
Property at December 31

(Amounts in thousands)
Land
Buildings and im provem ents
M achinery and equipm ent
C onstruction-in-progress

1996
$

5,146
138,179
244,502
7,751

1995
$

6,058
140,285
241,112
9,070

Total
Less: Accum ulated depreciation

395,578
(221,569)

396,525
(219,395)

Net property and equipm ent

$174,000

$177,130

The useful lives, based on the Company’s estimate of
the service life of the classes of property, used in com
puting depreciation are as follows:

Estimated Useful
Lives (Years)
Land
Land and waterway
im provem ents
Buildings
Transportation and
construction equipm ent
M achinery and equipm ent
U tility and supply lines
Office fu rnitu re and equipm ent
W ells and mineral reserves
Other
Construction in progress

—

1996
$

363

1995
$

371

20-25
20-50

670
2,198

678
2,043

3-18
5-20
5-20
3-20
10-20
5-20
—

252
16,837
1,357
641
416
79
924

236
16,452
1,340
749
383
74
892

$23,737

$23,218

Years
Total
Buildings and im provem ents
M achinery and equipm ent
Leasehold im provem ents

5 to 50
3 to 15
Life of Lease

Depreciation and amortization of property and equipment
totaled, in millions, $30.8 for 1996, $27.7 for 1995 and
$26.9 for 1994. Imputed interest costs of $345,000, re
lated to the financing of certain construction projects,
were capitalized during 1994. No interest costs were
capitalized during 1996 or 1995.
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HOMASOTE COMPANY (DEC)

FORD MOTOR COMPANY (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 5. Net Property, Depreciation and Amortization

1996

Net property at December 31 was as follows (in millions):
1995

1996
$

Land
Buildings and land im provem ents
Machinery, equipm ent and other
Construction in progress
Total land, plant and equipm ent
Accum ulated depreciation
Net land, plant and equipm ent
Unamortized special tools
Net property

415
8,679
40,702
1,902

$

381
7,539
38,954
1,609

51,698
(26,176)

48,483
(25,313)

25,522
8,005

23,170
8,103

$ 33,527

$ 3 1 ,2 7 3

Property, equipment and special tools are stated at cost,
less accumulated depreciation and amortization. Prop
erty and equipment placed in service before January 1,
1993 are depreciated using an accelerated method that
results in accumulated depreciation of approximately
two-thirds of asset cost during the first half of the esti
mated useful life of the asset. Property and equipment
placed in service after December 31, 1992 are depreci
ated using the straight-line method of depreciation over
the estimated useful life of the asset. On average, build
ings and land improvements are depreciated based on a
30-year life; machinery and equipment are depreciated
based on a 14-year life. Special tools are amortized us
ing an accelerated method over periods of time repre
senting the estimated productive life of those tools.
Depreciation and amortization expenses were as fol
lows (in millions):

Depreciation
Am ortization
Total

Consolidated Statements of Cash Flows

1996

1995

1994

$2,644
3,272

$2,454
2,765

$2,297
2,129

$5,916

$5,219

$4,426

When property and equipment are retired, the general
policy is to charge the cost of those assets, reduced by
net salvage proceeds, to accumulated depreciation.
Maintenance, repairs and rearrangement costs are ex
pensed as incurred and were $2,325 million in 1996,
$2,206 million in 1995 and $2,065 million in 1994. Ex
penditures that increase the value or productive capacity
of assets are capitalized. Preproduction costs related to
new facilities are expensed as incurred.

Cash flo w s fro m operating
activities:
$708,489
Net earnings
A djustm ents to reconcile
net earnings to net cash
provided by operating
activities:
Depreciation and am ortization
606,830
Gain on disposal of fixed assets (2,707)
42,439
Deferred incom e taxes

1995

1994

$786,100

$1,227,226

532,895
(4,300)
23,460

479,977
(3,575)
(202,145)

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 1 (In Part): Summary of Significant Accounting
Policies
Depreciation: Depreciation of plant and equipment is
computed using the straight-line and various accelerated
methods at rates adequate to depreciate the cost of ap
plicable assets over their expected useful lives. Mainte
nance and repairs are charged to operations as incurred
and major improvements are capitalized. The cost of as
sets retired or otherwise disposed of and the accumu
lated depreciation thereon are removed from the ac
counts with any gain or loss realized upon sale or
disposal charged or credited to operations.
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Note 3—Property, Plant and Equipment
December 31,1996
Accumulated
Cost Depreciation
$
93,543 $
—
9,003,571
4,821,514
19,703,379 19,052,722
981,175
866,773
445,894
344,681
2,397,604
—
$32,625,166 $25,085,690

Land
Buildings and additions
Machinery and equipment
Office equipment
Automotive equipment
Construction in progress

Estimated useful lives and depreciation methods are
as follows:
Estimated
Predominant
useful lives
methods in use
Buildings and
additions
10-50 years
Machinery and
equipment
5 - 20 years
Office equipment
10 years
Automotive equipment
3 - 5 years

Straight-line
Sum-of-the-years digits
Sum-of-the-years digits
Declining balance

Units-Of-Production Method

Carrying
Amount
$ 93,543
4,182,057
650,657
114,402
101,213
2,397,604
$ 7,539,476

Accumulated
Cost Depreciation
$
93,543 $
8,934,264
4,616,430
19,805,566
18,773,320
981,175
807,186
400,821
323,349
—
—
$30,215,369 $ 24,520,285

Carrying
Amount
$ 93,543
4,317,834
1,032,246
173,989
77,472
—

$ 5,695,084

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
1 (In Part): Summary of Significant Accounting Policies
Depreciation, Depletion and Amortization: Depreciation,
depletion and amortization of oil and gas production
equipment, properties and wells are determined on the
unit-of-production method based on estimated recover
able oil and gas reserves. Depreciation of refinery facili
ties is determined on the unit-of-production method
based on estimated throughout volumes. Depreciation of
all other plant and equipment is determined on the
straight-line method based on estimated useful lives.
The estimated costs of dismantlement, restoration and
abandonment, less estimated salvage values, of offshore
oil and gas production platforms and certain other facili
ties are taken into account in determining depreciation.

AMERADA HESS CORPORATION (DEC)
THE COASTAL CORPORATION (DEC)
(Thousands of dollars)

1996

1995

1994

Revenues
Sales (excluding excise taxes)
and other operating
revenues
$8,272,186 $7,302,307 $6,601,984
Non-operating revenues
41,657
Asset sales
529,172
96,010
Other
128,254
126,472
55,152
Total revenues
Cost and Expenses
Cost of products sold and
operating expenses
Exploration expenses,
including dry holes
Selling, general and
administrative expenses
Interest expense
Depreciation, depletion,
amortization and lease
impairment
Asset impairment
Provision for income taxes
Total costs and expenses
Net Income (Loss)

8,929,711

7,524,789

6,698,793

6,069,295

5,220,657

4,449,819

279,335

297,817

249,433

618,429
165,501

634,721
247,465

590,647
245,149

(In millions of dollars)
Operating Revenues
Operating Costs and
Expenses
Purchases
Operating expenses
Depreciation, depletion and
amortization
Operating income

353,845

893,067
584,161
41,764

8,269,612

7,919,202

6,625,079

$ 660,099 $(394,413)

$ 73,714

783,207
—

927,933
—

162,098

1996

1995

1994

$12,166.9

$10,457.6

$10,226.2

8,979.8
1,722.0

7,554.2
1,773.9

7,360.5
1,768.9

453.6

378.5

363.2

11,155.4

9,706.6

9,492.6

1,011.5

751.0

733.6

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 1 (In Part): Summary of Significant Accounting
Principles
Property, Plant and Equipment
Property additions include acquisition costs, administra
tive costs and, where appropriate, capitalized interest al
locable to construction. Capitalized interest amounted to
$8.0 million, $5.9 million and $8.3 million in 1996, 1995
and 1994, respectively. All costs incurred in the acquisi
tion, exploration and development of gas and oil proper
ties, including unproductive wells, are capitalized under
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the full-cost method of accounting. Such costs include
the costs of all unproved properties and internal costs di
rectly related to acquisition and exploration activities. All
other general and administrative costs, as well as pro
duction costs, are expensed as incurred.
Depreciation, depletion and amortization (“DD & A”) of
gas and oil properties are provided on the unit-of-production basis whereby the unit rate for DD&A is determined
by dividing the total unrecovered carrying value of gas
and oil properties plus estimated future development
costs by the estimated proved reserves included therein,
as estimated by an independent engineer. The average
amortization rate per equivalent unit of a thousand cubic
feet of gas production for oil and gas operations was
$.88 for 1996, $.89 for 1995 and $.96 for 1994. Unamor
tized costs or proved properties are subject to a ceiling
which limits such costs to the estimated future net cash
flows from proved gas and oil properties, net of related
income tax effects, discounted at 10 percent. If the un
amortized costs are greater than this ceiling, any excess
will be charged to DD&A expense. No such charge was
required in the periods presented. Provisions for deple
tion of coal properties, including exploration and devel
opment costs, are based upon estimates of recoverable
reserves using the unit-of-production method. Provision
for depreciation of other property is primarily on a
straight-line basis over the estimated useful life of the
properties. The annual rates of depreciation are as fol
lows:
Refining, crude oil and chemical facilities
Gas systems
Coal facilities
Power facilities
Transportation equipment
Office and miscellaneous equipment
Buildings and improvements

3.0% - 20.0%
0.6% -10.0%
5.0% - 33.3%
2.9% - 33.3%
5.0% - 33.3%
2.5% - 20.0%
1.3% - 20.0%

Costs of minor property units (or components thereof) re
tired or abandoned are charged or credited, net of sal
vage, to accumulated depreciation, depletion and amorti
zation. Gain or loss on sales of major property units is
credited or charged to income.

P roduction-V ariable M ethod
INLAND STEEL INDUSTRIES, INC. (DEC)
(Dollars in millions)
Net sales

1996

1995

1994

$4,584.1

$4,781.5

$4,497.0

4,043.2

3,853.1

204.1
142.6

197.6
138.1

63.1
—

58.8
—

4,418.4

4,453.0

4,247.6

165.7

328.5

249.4

Operating costs and expenses:
Cost of goods sold
3,979.1
(excluding depreciation)
Selling, general and
208.3
administrative expenses
146.5
Depreciation
State, local and miscellaneous
58.2
taxes
Workforce reduction provision
26.3
Total
Operating income

SUMMARY OFACCOUN TINGAND FINANCIAL
POLICIES
Property, Plant and Equipment
Property, plant and equipment is depreciated for finan
cial reporting purposes over the estimated useful lives of
the assets. Steelmaking machinery and equipment, a
significant class of assets, is depreciated on a produc
tion-variable method, which adjusts straight-line depre
ciation to reflect production levels at the steel plant. The
adjustment is limited to not more than a 25 percent in
crease or decrease from straight-line depreciation. Blast
furnace relining expenditures are capitalized and amor
tized on a unit-of-production method over the life of the
lining. All other assets are depreciated on a straight-line
method.
Expenditures for normal repairs and maintenance are
charged to income as incurred.
Gains or losses from significant abnormal disposals or
retirements of properties are credited or charged to in
come. The cost of other retired assets less any sales
proceeds Is charged to accumulated depreciation.
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WHX CORPORATION (DEC)
(In thousands)
Revenues:
Net sales
Cost and expenses:
Cost of products sold,
excluding depreciation
and profit sharing
Depreciation
Profit sharing
Selling, administrative and
general expense

1996

Depletion
1995

1994

$1,193,878 $1,364,614 $1,232,695

CALMAT CO. (DEC)
Consolidated Statements of Cash Flow
(Amounts in thousands)

979,277
61,514
9,257

1,147,899
67,700
6,718

1,096,228
68,956
—

64,540

66,531

70,971

1,114,588

1,288,848

1,236,155

79,290

75,766

(3,460)

Operating income (loss)

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Accounting Policies (In Part)
Property, Plant and Equipment
Depreciation is computed on the straight line and the
modified units of production methods for financial state
ment purposes and accelerated methods for income tax
purposes. Interest cost is capitalized for qualifying assets
during the assets’ acquisition period. Capitalized interest
cost is amortized on the same basis as the related de
preciation.
Maintenance and repairs are charged to income. Re
newals and betterments made through replacements are
capitalized. Profit or loss on property dispositions is cred
ited or charged to income.
G (In Part): Property, Plan and Equipment
The Company utilizes the modified units of production
method of depreciation which recognizes that the depre
ciation of steelmaking machinery is related to the physi
cal wear of the equipment as well as a time factor. The
modified units of production method provides for straight
line depreciation charges modified (adjusted) by the level
of raw steel production. In 1995 and 1996 depreciation
under the modified units of production method was $4.9
million or 9.6% and $7.6 million or 13.4%, respectively,
less than straight line depreciation. The 1996 reduction
in depreciation primarily reflects the work stoppage
which began October 1, 1996 and continued through
year end.

Operating Activities:
Net income (loss)
Adjustments to reconcile net
income (loss) to cash
provided by operating
activities:
Depreciation, cost depletion
and amortization
Special charges
Net gains from sale of
real estate
Net gains on disposal of
property, plant and
equipment
Deferred income taxes

1996

1995

1994

$ 9,334

$(21,371)

$18,728

31,803

31,181
47,000

29,929

(5,500)

(4,133)

(7,678)

(224)
700

(422)
(19,356)

(291)
389

—

—

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 1 (In Part): Summary of Significant Accounting
Policies
Property, Plant and Equipment: Property, plant and
equipment is carried at cost. Depreciation is computed
using straight-line rates over estimated useful lives (5 to
35 years for plant structures and components and 4 to
25 years for machinery and equipment).
Depletion of rock and sand deposits is computed by
the unit-of-production method based upon estimated re
coverable quantities of rock and sand.
Significant expenditures which add materially to the
utility or useful lives of property, plant and equipment are
capitalized. All other maintenance and repair costs are
charged to current operations.
The cost and related accumulated depreciation of as
sets replaced, retired or otherwise disposed of are elimi
nated from the property accounts, and any gain or loss is
reflected in income.
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CHEVRON CORPORATION (DEC)
(Millions of dollars)
Revenues
Sales and other operating
revenues
Equity in net income of
affiliated companies
Other income
Total Revenues
Costs and Other Deductions
Purchased crude oil and
products
Operating expenses
Selling, general and
administrative expenses
Exploration expenses
Depreciation, depletion and
amortization
Taxes other than on income
Interest and debt expense
Total Costs and Other
Deductions
Income Before Income
Tax Expense

1996

INCOME TAXES
1994

1995

P R ESENTA TIO N O F INCO M E TAXES
$42,782

$36,310

$35,130

767
344

553
219

440
284

43,893

37,082

35,854

22,826
6,007

18,033
5,974

16,990
6,383

1,377
455

1,384
372

963
379

2,216
5,908
364

3,381
5,748
401

2,431
5,559
346

39,153

35,293

33,051

4,740

1,789

2,803

Note 1 (In Part): Summary of Significant Accounting
Policies
Properties, Plant and Equipment
All costs for development wells, related plant and equip
ment (including carbon dioxide and certain other injected
materials used in enhanced recovery projects), and min
eral interests in oil and gas properties are capitalized.
Costs of exploratory wells are capitalized pending deter
mination of whether the wells found proved reserves.
Costs of wells that are assigned proved reserves remain
capitalized. Ail other exploratory wells and costs are ex
pensed.

Depreciation and depletion (including provisions for fu
ture abandonment and restoration costs) of all capital
ized costs of proved oil and gas producing properties,
except mineral interests, are expensed using the unit-ofproduction method by individual fields as the proved de
veloped reserves are produced. Depletion expenses for
capitalized costs of proved mineral interests are recog
nized using the unit-of-production method by individual
fields as the related proved reserves are produced. Peri
odic valuation provisions for impairment of capitalized
costs of unproved mineral interests are expensed.
Depreciation and depletion expenses for coal are de
termined using the unit-of-production method as the
proved reserves are produced. The capitalized costs of
all other plant and equipment are depreciated or amor
tized over estimated useful lives. In general, the declin
ing-balance method is used to depreciate plant and
equipment in the United States; the straight-line method
generally is used to depreciate international plant and
equipment and to amortize all capitalized leased assets.

Statement of Financial Accounting Standards No. 109 is
the authoritative pronouncement on accounting for and
reporting income tax liabilities and expense. Paragraphs
41-49 of SFAS No. 109 set forth standards for financial
presentation and disclosure of income tax liabilities and
expense.
Table 3-14 summarizes the descriptive captions used
by the survey companies to identify income tax expense.
Examples of income tax expense presentation and dis
closure follow.
TABLE 3-14: FEDERAL INCOME TAX EXPENSE
1996

1995

1994

1993

564
25

560
29

558
29

554
25

2
591

3
592

4
591

6
585

Other or no current
year amount.................... ......

9

8

9

15

Total Companies............. . . . .

600

600

600

600

Descriptive Terms

Income taxes...................... . . . .
Federal income taxes............ . . . .
United States (U.S.)
income taxes....................

Expense Provision
CERIDIAN CORPORATION (DEC)
1996

1995

1994

$ 620.8
874.8

$ 562.8
770.2

$ 528.0
649.8

1,495.6

1,333.0

1,177.8

440.3
444.6

411.0
389.3

406.1
323.6

884.9

800.3

729.7

610.7

532.7

448.1

339.6
69.4
2.1

309.9
54.5
33.6

274.1
40.5
(3.2)

Earnings before interest
and taxes
Interest income
Interest expense

199.6
7.2
(10.6)

134.7
12.1
(30.6)

136.7
10.7
(32.2)

Earnings before income taxes
Income tax provision

196.2
14.3

116.2
18.7

115.2
17.5

Earnings before extraordinary
item

181.9

97.5

97.7

(Dollars in millions)
Revenue
Product sales
Services
Total
Cost of revenue
Product sales
Services
Total
Gross profit
Operating expenses
Selling, general and
administrative
Research and development
Other expense (income)
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Dollars in millions)
A (In Part): Accounting Policies
Income Taxes
The provision for income taxes is based on income rec
ognized for financial statement purposes and includes
the effects of temporary differences between such in
come and that recognized for tax return purposes. The
Company and its eligible subsidiaries file a consolidated
U.S. federal income tax return. Certain subsidiaries
which are consolidated for financial reporting are not eli
gible to be included in the consolidated U.S. federal in
come tax return and separate provisions for income
taxes have been determined for these entities. The tax
benefit of losses from U.S. operations in prior years has
been provided as the losses are utilized.
Except for selective dividends, Ceridian intends to rein
vest the unremitted earnings of its non-U.S. subsidiaries
and postpone their remittance indefinitely. Accordingly,
no provision for U.S. income taxes was required on such
earnings during the three years ended December 31,
1996.

Components of Earnings
and Taxes
Earnings Before Income Taxes
U.S.
International
Total
Income Tax Provision
Current
U.S.
International
State and other
Deferred
U.S.
International
State and other
Total

1996

1995

1994

$173.4
22.8

$98.1
18.1

$100.0
15.2

$196.2

$116.2

$115.2

$3.1
9.1
2.2

$11.7
7.9
0.4

$10.2
3.1
2.0

14.4

20.0

15.3

0.8
(1.3)
0.4

(1.3)
—

—

—

2.2
—

(0.1)

(1.3)

2.2

$14.3

$18.7

$17.5

D. Income Taxes

Effective Rate Reconciliation

1996

1995

1994

The cumulative amount of undistributed earnings of inter
national subsidiaries for which U.S. income taxes have
not been provided was approximately $47.4 at Decem
ber 31, 1996. It is not practical to estimate the amount of
unrecognized deferred U.S. taxes on these undistributed
earnings.
Under tax sharing agreements existing at the time of
the disposition of certain former operations of the Com
pany, Ceridian remains subject to income tax audits in
various jurisdictions for the years 1985-1992. Ceridian
considers its tax accruals adequate to cover any U.S.
and international tax deficiencies not recoverable
through deductions in future years.
The Company has U.S. net operating loss carryfor
wards and future tax deductions of $950.1 and $165.7,
respectively, which will be available to offset regular tax
able U.S. income during the carryforward period (through
2008). The tax benefits of these items are reflected in the
accompanying table of deferred tax assets and liabilities.
If not used, these carryforwards begin to expire with a
nominal amount in 1997. U.S. tax rules impose limita
tions on the use of net operating loss carryforwards fol
lowing certain changes in ownership. If such a change
were to occur with respect to the Company, the limitation
could reduce the amount of benefits that would be avail
able to offset future taxable income each year, starting
with the year of ownership change. Included in the de
ferred tax asset and valuation allowance is $25.8 result
ing from the exercise of stock options. The related
benefit will be included as additional paid-in capital.

U.S. statutory rate

35%

35%

35%

$68.7
(1.3)
2.6

$40.7
(0.9)
0.4

$40.3
(0.7)
2.0

1.5

1.6

1.2

(61.0)
3.8

(24.7)
1.6

(26.2)
0.9

$14.3

$18.7

$17.5

Income tax provision at
U.S. statutory rate
International rate differences
State income taxes, net
Losses and expenses with
no tax benefit
Utilization of loss
carryforwards
Other
Income tax provision

Tax Effect of Items That Comprise a Significant Portion of Deferred
Tax Assets and Liabilities at December 31,1996
Item Description

Deferred
Tax Asset

Deferred
Tax Liability

Net operating loss carryforwards
Restructuring and other accruals
Employment related accruals
Capitalized software
International
Other

$362.3
71.8
(12.0)
(33.6)
39.1

(8.8)
(1.9)

Total
Less valuation allowance

427.6
(427.6)

(10.7)
—

Deferred income taxes
Current
Noncurrent
Total

—

$

-

$

—
—
—

$(10.7)
$ (3.0)
(7.7)
$(10.7)
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The net deferred tax asset at December 31, 1996, is
fully offset by a valuation allowance. During 1996, both
the deferred tax asset and the valuation allowance de
creased by $70.3. The decrease is primarily due to profit
able operations and a lower tax rate. The amount of the
valuation allowance is reviewed periodically.
THE DUN & BRADSTREET CORPORATION (DEC)
(Dollar amounts in millions)

1996

1995

1994

$2,159.2
693.6

$2,158.2
708.3

$2,124.9
569.8

949.4
157.4
161.2

886.8
164.5

816.7
143.5

Operating Income

197.6

398.6

594.9

Interest income
Interest Expense
Other Expense— Net

4.4
(37.1)
(38.5)

(37.3)
(40.9)

10.3
(24.6)
(20.7)

Non-Operating Expense— Net

(71.2)

(68.0)

(35.0)

Operating Revenues
Operating Costs
Selling and A dm inistrative
Expenses
Depreciation and Am ortization
Reorganization Costs

Income fro m Continuing
Operations before Provision
fo r Income Taxes
Provision fo r Income Taxes
Income (Loss) fro m Continuing
Operations

126.4
153.7

(27.3)

Discontinued Operations;
Income fro m Discontinued
Operations, Net of Income
Taxes of $155.9, $9.7 and $58.4
fo r 1 9 9 6 , 1995 and 1994,
respectively
141.1
Loss on Disposal, Net of
Income Tax Benefit of
$62.4 fo r 1996
(158.2)
Income (Loss) from
Discontinued Operations
Net Income (Loss)

10.2

330.6
113.1

217.5

103.3

559.9
191.3

368.6

260.9

1995

1994

$43.3
(21.6)
13.9

$121.3
29.2
28.9

$158.5
31.8
16.1

Total current tax provision

35.6

179.4

206.4

Deferred tax provision (benefit):
U.S. Federal
State and local
Non-U.S.

86.9
15.7
15.5

(30.6)
(23.8)
(11.9)

(27.3)
4.5
7.7

118.1

(66.3)

(15.1)

$153.7

$113.1

$191.3

Current tax provision:
U.S. Federal
State and local
Non-U.S.

Total deferred tax
provision (benefit)

T h e fo llo w in g t a b le s u m m a r iz e s t h e s ig n if ic a n t d iff e r 
e n c e s b e tw e e n t h e U .S . F e d e r a l s t a t u t o r y ta x ra te a n d
t h e C o m p a n y ’s e f f e c t iv e ta x ra te f o r fin a n c ia l s ta t e m e n t
p u rp o s e s .

Statutory tax rate
State and local taxes, net
of U.S. Federal tax benefit
Non-U.S. taxes
Recognition of capital
and ordinary losses
Reorganization costs
Non-deductible capital losses
Repatriation of foreign
earnings
Other
Effective tax rate

103.3

260.9

$(44.4)

$320.8

$629.5

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Tabular dollaramounts in millions)
Note 9. Income Taxes
In c o m e ( lo s s ) f r o m c o n t in u in g o p e r a tio n s b e fo r e p r o v i
s io n f o r in c o m e ta x e s c o n s is t e d o f:

U.S.
Non U.S.

1996

Provision fo r income taxes

(17.1)

1996

The provision (benefit) for income taxes consisted of:

1995

1994

$125.1
1.3

$356.4
(25.8)

$531.3
28.6

$126.4

$330.6

$559.9

1996

1995

1994

35.0%

35.0%

35.0%

(3.0)

1.7
5.1

6.5
4.3

12.8
(14.3)
34.9
24.0

(13.2)
—

(12.1)
—

—

—

2.1

—
5.6

—
.5

121.6%

34.2%

34.2%

30.1

Income taxes paid were $170.2 million, $119.9 million
and $191.4 million in 1996, 1995 and 1994, respectively.
Income taxes refunded were $140.9 million, $17.8 million
and $10.8 million in 1996, 1995 and 1994, respectively.
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Deferred tax assets (liabilities) consisted of the follow
ing at December 31:
1996
1995
Deferred tax assets:
Operating losses
$ 34.6
$117.6
Postretirement benefits
83.6
71.7
Postemployment benefits
24.1
37.7
Reorganization and restructuring costs
13.1
40.3
Bad debts
11.2
20.6
Other
18.0
13.6
Total deferred tax assets
184.6
301.5
Valuation allowance
(34.6)
(16.4)
Net deferred tax assets

150.0

285.1

Deferred tax liabilities:
Intangibles
Revenue recognition
Tax leasing transactions
Depreciation

(63.3)
(65.4)
(37.8)
(1.1)

(51.2)
(59.2)
(68.9)
(5.3)

Total deferred tax liabilities

(167.6)

(184.6)

Net deferred tax (liability) asset

$(17.6)

$100.5

During 1996, $467.9 million of non-U.S. earnings, pri
marily from the Cognizant and Nielsen businesses, were
repatriated by the Company in order to facilitate its reor
ganization. At December 31, 1996, undistributed earn
ings of non-U.S. subsidiaries totaled $123.4 million. De
ferred tax liabilities have not been recognized for these
undistributed earnings because it is management’s inten
tion to reinvest such undistributed earnings outside the
U.S. If all undistributed earnings were remitted to the
U.S., the amount of incremental U.S. Federal and foreign
income taxes payable, net of foreign tax credits, would
be approximately $23 million.
During the three-year period ended December 31,
1983, the Company invested $304.4 million in tax-leas
ing transactions, varying in length from 4.5 to 25 years.
These leases provided the Company with benefits from
tax deductions in excess of taxable income for Federal
income tax purposes. These amounts are included in de
ferred income taxes.

FRUIT OF THE LOOM, INC. (DEC)
(In thousands)
Net sales
Cost of sales

1996

1995

1994

$2,447,000 $2,403,100 $2,297,800
1,717,000 1,885,700 1,651,300

Selling, general and
administrative expenses
Goodwill amortization
Impairment write down of
goodwill
Operating earnings (loss)
Interest expense
Other expense-net

730,000

517,400

646,500

378,000
26,700

429,700
37,300

376,300
35,200

158,500
325,300
(103,600)
(36,400)

(108,100)
(116,900)
(21,700)

235,000
(95,400)
(6,100)

Earnings (loss) before income
tax expense (benefit) and
cumulative effect of change
in accounting principle
Income tax expense (benefit)

185,300
34,100

(246,700)
(19,400)

133,500
73,200

Earnings (loss) before
cumulative effect of change
in accounting principle

151,200

(227,300)

60,300

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Income Taxes
Income taxes are included in the Consolidated State
ment of Operations as follows (in thousands of dollars):
Year Ended December 31,
Income tax expense
(benefit) on earnings
(loss) before cumulative
effect of change in
accounting principle
Cumulative effect of
change in accounting
principle for pre
operating costs
Total income tax
expense (benefit)

1996

1995

1994

$34,100

$(19,400)

$73,200

(1,900)
$34,100

$(21,300)

$73,200

Included in earnings (loss) before income tax expense
(benefit) and cumulative effect of change in accounting
principle are foreign earnings of $1,600,000 in 1996 and
foreign losses of $47,300,000 and $15,500,000 in 1995
and 1994, respectively.
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The components of income tax expense (benefit) re
lated to earnings (loss) before cumulative effect of
change in accounting principle were as follows (in thou
sands of dollars):
Year Ended December 31,
Current:
Federal
State
Foreign
Total current
Deferred:
Federal
State
Foreign
Total deferred
Total

Deferred income taxes are provided for temporary dif
ferences between income tax and financial statement
recognition of revenues and expenses. Deferred tax li
abilities (assets) are comprised of the following (in thou
sands of dollars):

1995

1994

$ 6,500
1,900
—

$17,000
15,200
(1,100)

$73,600
6,100
1,100

Depreciation and amortization
Items includible in future tax years

8,400

31,100

80,800

21,700
3,700
300

(38,800)
(11,200)
(500)

(7,400)
(200)
—

25,700

(50,500)

(7,600)

$34,100

$(19,400)

$73,200

Inventory valuation allowances
Accrued employee benefit
expenses
Acquired tax benefits and basis
differences
Allowance for possible losses
on receivables
Items deductible in future tax years

1996

December 31,

Gross deferred tax liabilities

Gross deferred tax assets
The income tax rate on earnings (loss) before cumulative
effect of change in accounting principle differed from the
Federal statutory rate as follows:
Year Ended December 31,

1996

1995

Federal statutory rate
Reversal of income
tax accruals
Interest on prior
years’ taxes
Impairment write down
of goodwill
Foreign operating
(earnings) losses
Goodwill amortization
State income taxes, net of
Federal tax benefit
Other-net

35.0%

(35.0)%

Effective rate

1994
35.0%

(13.0)

—

—

2.1

5.2

—

11.1

—

(10.1)
5.1

6.1
4.4

4.1
7.9

2.0
(.6)
18.4%

1.1
2.3
(7.9)%

—

2.9
(.3)
54.8%

Undistributed earnings of the Company’s foreign sub
sidiaries amounted to approximately $118,600,000 at
December 31, 1996. $84,800,000 of those earnings are
considered to be indefinitely reinvested and, accordingly,
no provision for U.S. federal and state income taxes has
been provided thereon. Upon distribution of those earn
ings in the form of dividends or otherwise, the Company
would be subject to both U.S. income taxes (subject to
an adjustment for foreign tax credits) and withholding
taxes payable to the various foreign countries. In the
event that the other foreign entities’ earnings were dis
tributed, it is estimated that U.S. federal and state in
come taxes, net of foreign credits, of approximately
$24,800,000 would be due.

Net deferred tax liability (asset)

1996

1995

$149,000
61,600

$139,800
51,500

210,600

191,300

(23,400)

(29,600)

(34,600)

(32,500)

(49,600)

(51,700)

(5,800)
(80,300)

(6,300)
(80,000)

(193,700)

(200,100)

$ 16,900

$ (8,800)

In March 1992, the Company received a refund of ap
proximately $60,000,000 relating to Federal income
taxes paid by Northwest plus interest thereon applicable
to the tax years 1964-1968. However, in September
1992 the Internal Revenue Service (the “IRS”) issued a
statutory notice of deficiency in the amount of approxi
mately $7,300,000 for the taxable years from which the
March 1992 refund arose, exclusive of interest which
would accrue from the date the IRS asserted the tax was
due until payment. In October 1994, the United States
Tax Court ruled in favor of the Company in the above
case. On January 5, 1996, the United States Court of
Appeals for the Seventh Circuit affirmed the decision of
the United States Tax Court. The IRS had a period of 90
days from the date of the decision to petition for review
by the United States Supreme Court. The IRS did not pe
tition for a review and, accordingly, the case is now
closed. Effective December 3 1 , 1996, for Federal income
tax purposes, all years through December 31, 1991,
were closed. As a result, excess income tax liabilities to
taling $24,100,000 for tax years through December 31,
1991, were reversed in the fourth quarter and reduced
income tax expense in 1996.
Cash payments for income taxes were $13,600,000,
$32,700,000 and $49,000,000 in 1996, 1995 and 1994,
respectively.
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IMO INDUSTRIES INC. (DEC)
(Dollars in thousands)
Net Sales
Cost of products sold
Gross Profit
Selling, general and
administrative expenses
Research and development
expenses
Unusual items
Income from Operations
Interest expense
Interest income
Other income
Equity in (income) loss of
unconsolidated companies

1996
$ 468,645
336,017

1995

1994

$ 472,367
340,469

$ 463,891
333,098

132,628

131,898

130,793

95,232

87,875

86,758

9,290
24,573

7,736
10,208

6,173
—

3,533
33,317
(1.524)
(444)

26,079
31,463
(2,229)
(739)

37,862
33,971
(1,714)
(876)

552

(302)

—

Income (loss) From Continuing
Operations Before Income
Taxes, Minority Interest and
Extraordinary Items
(28,368)
Income taxes (benefit):
Current
3,700
Deferred
10,000

(2,114)

6,481

3,082
(17,000)

2,433
—

Total Income Taxes (Benefit)

13,700

(13,918)

2,433

(295)

(725)

393

Minority interest

12,529

The components of income tax expense (benefit) from
continuing operations are:

Deferred:
Federal
Foreign and State

1996

1995

1994

—
2,779
303

$ —
1,973
460

3,700

3,082

2,433

10,000

(17,000)

—

10,000

(17,000)

—

$13,700

$(13,918)

$2,433

$

—
3,423
277

$

1996

1995

Current Long-term Current Long-term
Deferred tax assets:
Postretirement benefit
obligation
$ 595
Expenses not currently
deductible
21,516
Net operating loss carryover —
Tax credit carryover
—

$ 6,367 $ 765

$ 8,940

7,185 19,101
37,269
—
2,133
—

9,895
30,041
5,033

Total deferred tax assets 22,111
Valuation allowance for
deferred tax assets
(12,946)

52,954 19,866

53,909

(31,119) (8,495)

(23,180)

Net deferred tax assets

21,835 11,371

30,729

9,165

Deferred tax liabilities;
Tax over book depreciation
Other

—
—

18,289
7,615

—

18,593
7,527

Total deferred tax liabilities

—

25,904

—

26,120

$(4,069) $11,371

$ 4,609

$ 9,165

3,665

Note 7. Income Taxes

Current;
Federal
Foreign
State

December 31
(Dollars in thousands)

Net deferred tax assets
(liabilities)

Income (Loss) From Continuing
Operations Before
Extraordinary Item
(41,773)

Year Ended December 31
(Dollars in thousands)

Deferred income taxes reflect the net tax effects of
temporary differences between the carrying amounts of
assets and liabilities for financial reporting purposes and
the amounts used for income tax purposes. Significant
components of the Company’s deferred tax assets and li
abilities as of December 31, 1996 and 1995 are as fol
lows:

Income tax expense for 1994 from Discontinued Opera
tions was $.8 million. There was no income tax expense
for Discontinued Operations in 1996 or 1995.

At December 31, 1996, unremitted earnings of foreign
subsidiaries were approximately $23.6 million. Since it is
the Company’s intention to indefinitely reinvest these
earnings, no U.S. taxes have been provided. Determina
tion of the amount of unrecognized deferred tax liability
on these unremitted earnings is not practicable. The
amount of foreign withholding taxes that would be pay
able upon remittance of those earnings is approximately
$.9 million.
The components of income (loss) from continuing op
erations before income taxes, minority interest and ex
traordinary item:
Year Ended December 31
(Dollars in thousands)
United States
Foreign

1996

1995

1994

$(16,061)
(12,307)

$(8,084)
5,970

$(2,322)
8,803

$(28,368)

$(2,114)

$ 6,481
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U.S. income tax expense (benefit) at the statutory tax
rate is reconciled below to the overall U.S. and foreign
income tax expense (benefit).
Year Ended December 31
(Dollars in thousands)

1996

Tax at U.S. federal income
$(9,929)
tax rate
State taxes, net of federal
188
income tax effect
Impact of foreign tax
(238)
rates and credits
Net U.S. tax on distributions
of current foreign earnings
755
Goodwill amortization and
4,276
write-off
Change in valuation allowance 12,390
Nondeductible foreign losses
7,956
Other
(1,698)
Income tax expense (benefit)

$13,700

1995

1994

$(740)

$2,268

197

299

689

(1,108)

586

935

643
(21,685)
6,392

656
—
—
—
(617)

$(13,918)

$2,433

—

more likely than not that the tax benefit will be realized.
The total amount of future taxable income in the U.S.
necessary to realize the asset is approximately $14.0
million. The Company expects to generate this income
principally through the implementation of reasonable tax
planning strategies and future income projections, in
cluding an anticipated reduction of Interest expense of
approximately $2.5 million in 1997 and $5.0 million annu
ally thereafter. This interest cost savings is based on
debt reductions from proceeds of the planned sale of ap
proximately $50.0 million of non-core assets. Although
the Company has a history of prior losses, these losses
were primarily attributable to divested businesses and
unusual items. The remaining valuation allowance is
necessary due to the uncertainty of future income esti
mates.
UNISYS CORPORATION (DEC)
1996

1995

1994

$6,370.5

$6,342.3

$6,095.5

4,252.1

4,650.1

3,858.4

1,448.1

1,849.8

1,506.9

342.9

494.5

458.5

6,043.1

6,904.4

5,823.8

327.4
249.7
16.0

(562.1)
202.1
(16.9)

271.7
203.7
(53.4)

Income (loss) from continuing
operations before income taxes 93.7
Estimated income taxes (benefit) 31.9

(781.1)
(153.8)

14.6
2.5

Income (loss) from continuing
operations before
extraordinary items

(627.3)

12.1

(Millions)
Revenue

Net income taxes paid during 1996, 1995 and 1994 were
$4.8 million, $6.3 million and $.2 million, respectively.
The Company has net operating loss carryforwards of
approximately $106 million expiring in years 2002
through 2011, and minimum tax credits of approximately
$2.1 million, which may be carried forward indefinitely.
Included in the net operating loss carryforwards are for
eign tax credits of approximately $7.4 million, expiring
through 2001, which, for financial and tax reporting pur
poses, are reflected as deductible foreign taxes. These
carryforwards are available to offset future federal tax
able income
The Company establishes valuation allowances in ac
cordance with the provisions of FASB Statement No.
109, “Accounting for Income Taxes”. The Company con
tinually reviews the adequacy of the valuation allowance
and is recognizing these benefits only as reassessment
indicates that it is more likely than not that the benefits
will be realized.
In 1995, the Company reduced the valuation allow
ance applied against the net operating loss carryfor
wards by $17.0 million based upon reasonable and
prudent tax planning strategies and future income pro
jections including the planned sale of Roltra-Morse. As a
result of withdrawing Roltra-Morse from potential sale in
1996, the Company recorded a provision of $10.0 million
against deferred tax benefits previously recognized
based on an anticipated gain on this sale. This reduced
the deferred tax benefit to $5.1 million at December 31,
1996, to a level where management believes that it is

Costs and expenses
Cost of revenue
Selling, general and
administrative expenses
Research and development
expenses
Operating income (loss)
Interest expense
Other income (loss), net

61.8

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
1 (In Part): Summary of Significant Accounting Policies
Income taxes. Income taxes are provided on taxable in
come at the statutory rates applicable to such income.
Deferred taxes have not been provided on the cumula
tive undistributed earnings of foreign subsidiaries since
such amounts are expected to be reinvested indefinitely.
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7. Estimated Income Taxes
Year ended December 31

(Millions)

1996

1995

1994

Income (loss) fro m continuing
operations before income taxes
United States
Foreign

$(91.1)
184.8

$(482.7)
(298.4)

$(75.2)
89.8

Total income (loss) from
continuing operations before
income taxes

$ 93.7

$(781.1)

$ 14.6

Estimated income taxes (benefit)
Current
United States
$
Foreign
72.0
State and local
10.9

$ (83.6)
60.5
(5.7)

$ (6.0)
87.7
(18.6)

Total
Deferred
United States
Foreign
State and local
Total
Total estimated income
taxes (benefit)

December 31

82.9

(28.8)

63.1

(70.9)
12.4
7.5

(140.4)
15.4

(32.8)
(27.8)

(51.0)

(125.0)

$ 31.9

$(153.8)

(60.6)

$

Year ended December 31

(Millions)

Estimated income taxes
(benefit)

1996

1995

1994

$32.8

$(273.4)

7.9

11.8

192.8
(3.6)

30.3
(12.1)

(12.9)

(85.4)

(32.8)

12.6

12.6

12.6

(24.8)
4.5

3.2

( .6)

$31.9

$(153.8)

(Millions)

Deferred tax assets;
Tax loss carryforw ards
Foreign tax credit carryforw ards
Other tax credit carryforw ards
Capitalized research and
development
Depreciation
Postretirem ent benefits
Employee benefits
Restructuring
Other

1996

$

Valuation allowance

469.4
407.8
77.5

1995

$

532.8
316.8
77.8

242.4
61.3
85.0
73.0
196.4
250.4

114.2
60.7
85.3
81.6
286.1
331.0

1,863.2
(434.9)

1,886.3
(498.5)

Total deferred tax assets

$1,428.3

$1,387.8

Deferred tax liabilities:
Pensions
Other

$

315.1
103.9

$

317.5

Total deferred tax liabilities

$

419.0

$

429.6

112.1

2.5

Following is a reconciliation of estimated income taxes at
the United States statutory tax rate to estimated income
taxes as reported;

United States statutory
income tax (benefit)
Difference in estimated income
taxes on foreign earnings,
losses, and remittances
State taxes
Tax refund claims, audit issues,
and other matters
Am ortization of cost in excess
of net assets acquired
Reversal of valuation
allowances
Other

The tax effects of temporary differences and carryfor
wards that give rise to significant portions of deferred tax
assets and liabilities at December 31, 1996 and 1995
were as follows;

$ 5.1

$ 2.5

SFAS No. 109 requires that deferred tax assets be re
duced by a valuation allowance if it is more likely that not
that some portion or all of the deferred tax asset will not
be realized. During 1996, the net decrease in the valu
ation allowance was $63.6 million.
Cumulative undistributed earnings of foreign subsidiar
ies, for which no U.S. income or foreign withholding
taxes have been recorded, approximated $595 million at
December 31, 1996. Such earnings are expected to be
reinvested indefinitely. Determination of the amount of
unrecognized deferred tax liability with respect to such
earnings is not practicable. The additional taxes payable
on the earnings of foreign subsidiaries, if remitted, would
be substantially offset by U.S. tax credits for foreign
taxes already paid. While there are no specific plans to
distribute the undistributed earnings in the immediate fu
ture, where economically appropriate to do so, such
earnings may be remitted.
Cash paid during 1996, 1995 and 1994 for income
taxes was $112.7, $132.2, and $87.6 million, respec
tively.
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At December 31, 1996, the company has U.S. federal
and state and local tax loss carryforwards and foreign
tax loss carryforwards for certain foreign subsidiaries, the
tax effect of which is approximately $469.4 million.
These carryforwards will expire as follows (in millions):
1997, $10.1; 1998, $3.2; 1999, $7.6; 2000, $13.0; 2001,
$10.0; and $425.5 thereafter. The company also has
available tax credit carryforwards of approximately
$485.3 million, which will expire as follows (in millions):
1997, $2.1; 1998, $109.6; 1999, $119.8; 2000, $100.1;
2001, $108.6; and $45.1 thereafter.
The company’s net deferred tax assets include sub
stantial amounts of net operating loss and tax credit car
ryfor wards. Failure to achieve forecasted taxable income
might affect the ultimate realization of the net deferred
tax assets. In recent years, the information management
business has undergone dramatic changes and there
can be no assurance that in the future there would not
be increased competition or other factors that may result
in a decline in sales or margins, loss of market share, de
lays in product availability, or technological obsoles
cence.
The company is currently contesting issues before the
Internal Revenue Service in connection with Sperry Cor
poration for the years ended March 31, 1978 through
September 16, 1986. For Convergent, Inc., the company
is awaiting a report from the Internal Revenue Service
confirming the treatment of settled issues for the years
1985-1988. In management’s opinion, adequate provi
sions for income taxes have been made for all years.

Credit Provision

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note A (In Part): Accounting Policies
Income Taxes: The Company accounts for income taxes,
using the provisions of Statement of Financial Account
ing Standards (SFAS) No. 109, “Accounting for Income
Taxes.” Investment tax credits are recorded using the
flow-through method.
Note I—Income Taxes
The Company has provided for income taxes (benefit) as
follows:
(Dollars in thousands)

1996

1995

Current:
Federal

$200

$0

Deferred

200

0

(4,300)

(3,900)

$(4,100)

$(3,900)

A d e f e r r e d fe d e r a l ta x b e n e fit o f $ 4 , 3 0 0 ,0 0 0 a n d
$ 3 , 9 0 0 ,0 0 0 w a s r e c o r d e d in 1 9 9 6 a n d 1 9 9 5 , r e s p e c 
tiv e ly . N o in c o m e ta x b e n e fit o r e x p e n s e w a s r e c o r d e d in
1 9 9 4 . T h e C o m p a n y h a s a v a ila b le n e t o p e r a tin g lo s s
c a r r y f o r w a r d s t o t a lin g a p p r o x im a t e ly $ 3 3 m illio n w h ic h
e x p ir e in t h e y e a r s 2 0 0 3 to 2 0 0 8 . T h e c o m p a n y a ls o h a s
a v a ila b le g e n e r a l b u s in e s s ta x c r e d it c a r r y f o r w a r d s o f
$ 1 . 8 m illio n w h ic h e x p ir e t h r o u g h 2 0 1 1 a n d a lte r n a tiv e
m in im u m ta x c r e d it c a r r y f o r w a r d s o f a p p r o x im a t e ly $1
m illio n w h ic h m a y b e c a r r ie d fo r w a r d in d e fin ite ly .
T h e ta x e f f e c ts o f t e m p o r a r y d iff e r e n c e s t h a t g iv e ris e
t o s ig n if ic a n t p o r tio n s o f th e d e f e r r e d ta x a s s e t s a n d li
a b ilitie s a r e p r e s e n te d b e lo w :

THE LAMSON & SESSIONS CO. (DEC)
(Dollars in thousands)
(Dollars in thousands)
Net sales
Cost o f products sold

1996

1995

1994

$289,052
227,778

$299,166
242,608

$287,645
235,876

Gross Profit
Selling, general and
adm inistrative expenses

61,274

56,558

51,769

49,135

42,520

40,840

Operating Income
Interest

12,139
(2,611)

14,038
(5 ,864)

10,929
(6,673)

Income From Continuing
O perations Before Income
Taxes
Income tax benefit
Income From Continuing
Operations

9,528
4,100

8,174
3,900

4,256

13,628

12,074

4,256

Deferred tax assets:
Net operating loss carryforw ards
Other accruals, credits and reserves
General business and alternative
m inim um tax credits
Post-Retirem ent benefits other
than pensions

Less: valuation allowance
Total net deferred tax assets
Deferred tax liabilities:
Tax in excess of book depreciation
Pensions
Total deferred tax liabilities

1996

1995

$11,500
9,100

$12,600
8 ,900

2,700

2,700

7,600

7 ,900

30,900
(16,900)

32,100
23,500)

14,000

8,600

5,500
300

4,300
400

5,800

4,700

$8,200

$3,900

The valuation allowance for net deferred tax assets de
creased by $6,600,000 in 1996 and $6,500,000 in 1995.
The reduction was the result of net changes in temporary
differences and the reversal of $4,300,000 in 1996 and
$3,900,000 in 1995 of valuation allowance based on im
proved operating results for 1996 and 1995 and pro
jected operating results for 1997.
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The provision for income taxes is different than the
amount computed using the applicable statutory federal
income tax rate with the differences summarized below:
(Dollars in thousands)
Tax expense (benefit) at
statutory rates
Adjustm ent due to:
Change in valuation
allowance
Other

1996

1995

$ 3,335

$ 2,849

(6,600)
(835)

(6,500)
(249)

$(4,100)

$(3,900)

1994

$(1,995)

1,964
31
$

0

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Summary of Significant Accounting Policies (In Part)
Income Taxes
Deferred income taxes result primarily from temporary
differences between financial and tax reporting. Deferred
tax assets and liabilities are determined based on the dif
ference between the financial statement bases and tax
bases of assets and liabilities using enacted tax rates. A
valuation allowance is recorded to reduce a deferred tax
asset to that portion that is expected to more likely than
not be realized.
Income Taxes

In c o m e t a x e s p a id in 1 9 9 6 a n d 1 9 9 5 w e r e $ 2 8 2 ,0 0 0 a n d
$ 2 6 , 0 0 0 r e s p e c tiv e ly . In 1 9 9 4 , th e C o m p a n y r e c e iv e d a n
in c o m e ta x r e fu n d o f $ 2 0 1 ,0 0 0 .

Income (loss) before income taxes, extraordinary items,
and change in accounting principle consisted of the fol
lowing components:
Years ended June 30

R A Y C H E M C O R P O R A T IO N (J U N )

(In thousands)

(In thousands)
1995

1994

Revenues
$1,671,561 $1,530,573
Cost of goods sold
758,566
815,352
Research and developm ent
expense
122,137
118,762
Selling, general, and
adm inistrative expense
495,537
508,206
Provision fo r restructuring
and divestitures
43,571
23,900
Loss on reorganization/
form ation of Ericsson Raynet
jo in t venture and other
Raynet items
2,103
32,032
Equity in net losses of
affiliated companies
27,280
84,758
Interest expense, net
9,631
13,046
Other (incom e) expense, net
(2,849)
4,242

$1,461,532
779,820

Income (loss) before income
taxes, extraordinary item,
and change in accounting
principle
Provision (credit) fo r
income taxes
Income (loss) before
extraordinary item and
change in account principle

1996

136,619
491,563
—

(1,782)

147,912

(270)
21,178

(21,448)

1995

1994

$ 57,203
88,927

$(89,868)
89,598

$(102,200)
135,945

Income (loss) before income
taxes, extraordinary item,
and change in accounting
principle

$146,130

$

$

(270)

33,745

T h e p r o v is io n f o r in c o m e t a x e s in c lu d e d :
Years ended June 30

(In thousands)
—
109
12,762
6,914

Current tax:
U.S. federal, including
Puerto Rico
U.S. state and local
Non-U.S.
Total current tax

146,130

1996

U.S. operations, including
Puerto Rico
Non-U.S. operations

33,745
32,066

1,679

1996

$ 5,383
2,990
35,198
43,571

$

1995

1994

547
510
16,656

$ 1,194
775
34,820

17,713

36,789

Deferred (benefit) tax:
U.S. federal, including
Puerto Rico
Non-U.S.

(45,032)
(321)

(12)
3,477

(2,419)
(2,304)

Total deferred (benefit) tax

(45,353)

3,465

(4,723)

Provision (credit) fo r
incom e taxes

$(1,782)

$21,178

$32,066

The company has provided for U.S. federal income taxes
and foreign withholding taxes on the portion of the undis
tributed earnings of non-U.S. subsidiaries expected to be
remitted. Undistributed earnings intended to be rein
vested indefinitely in foreign subsidiaries were approxi
mately $366 million at June 30, 1996. If these earnings
were distributed, foreign withholding taxes would be im
posed; however, foreign tax credits would become avail
able to substantially reduce any resulting U.S. income
tax liability.
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Income from operations in certain countries is subject
to reduced tax rates as a result of satisfying certain com
mitments regarding employment and capital investment.
The exemption grants for these operations will expire at
various dates through 2010. The income tax benefits re
lated to the tax status of these operations are estimated
to be $4 million for 1996, $3 million for 1995, and $5 mil
lion for 1994.
The company’s provision for income taxes differed
from the amount computed by applying the statutory
U.S. federal income tax rate to income (loss) before in
come taxes, extraordinary item, and change in account
ing principle as follows:
Years ended June 30

(In thousands)

1996

Tax (benefit) determined by
applying U.S. statutory rate
to income (loss) before
incom e taxes, extraordinary
item, and change in
accounting principle
$51,146
Tax (benefit) of deferred
deductions, net operating
losses, foreign tax credits,
m inim um tax credits, and
changes in valuation
allowance, net
(51,140)
Tax rate differences
(6,809)
State and local taxes, net of
1,635
federal income tax benefits
Adjustm ent of prio r years’ taxes
1,056
Other items, net
2,330
Provision (credit) fo r income
taxes

1995

$(95)

32,994
(11,722)

1994

$11,811

33,951
(12,498)
497

338
230
(567)

(1,905)

$21,178

$32,066

210

Deferred tax liabilities (assets) were comprised of the
following:
June 30 (in thousands)
Liabilities;
Difference between book and
tax bases of assets
Compensation and benefits
accrual
Retirem ent benefits
Other
Gross deferred tax liabilities

Future expirations of U.S. credit carryforwards, if not util
ized, are as follows: 1997—$0.6 million; 1998—$1.2 mil
lion; 1999—$2.3 million; 2000—$2.0 million; 2001—$0.8
million; 2002—$0.3 million; 2003—$2.0 million; 2004—
$6.8 million; 2005—$4.3 million; 2006—$4.2 million;
2007—$3.2 million; and $8.0 million with no expiration.
U.S. federal tax return examinations have been com
pleted for years through 1992. The company believes
adequate provisions for income tax have been recorded
for all years.

1995

1994

$34,445

$47,176

$37,306

1,602
6,161
20,628

1,221
7,299
17,639

1,074
6,405
13,446

62,836

73,335

58,231

(49,010)

(37,582)

(5,170)
(6,425)
(13,143)

(4,486)
(4,737)
(16,662)

(8,065)

(5,119)

Assets:
Difference between book and
(54,401)
tax bases o f assets
Compensation and benefits
(6,205)
accrual
(4,307)
Retirem ent benefits
(10,558)
Asset reserves
Restructuring and divestitures
(10,802)
accruals
Capitalization of research and
experimental costs, net of
am ortization
(157,381)
Difference between book and
(14,477)
tax basis of investments
Net operating loss
(7,660)
carryforw ards
(30,406)
General business credits
M inim um tax credit
(5,332)
(402)
Foreign tax credit
Other
(12,419)
Gross deferred tax assets

$(1,782)

1996

Deferred tax asset valuation
allowance
Net deferred tax (assets)
liabilities

(166,744)

(167,576)

(1,930)

(2,523)

(38,065)
(27,049)
(4,097)
(31,488)
(10,296)

(12,124)
(14,670)
(3,277)
(5,900)
(9,055)

(314,350)

(361,482)

(283,711)

213,271

292,822

229,787

$(38,243)

$4,675

$4,307

The deferred tax asset valuation allowance is primarily
attributed to U.S. federal and state deferred tax assets.
Management believes sufficient uncertainty exists re
garding the realizability of these items that a valuation al
lowance is required. The decrease of approximately $80
million in the valuation allowance during 1996 was due in
part to a reassessment of the company’s ability to realize
its net deferred tax asset in the future. Approximately
$34 million of the valuation allowance at June 30, 1996,
relates to the tax benefits of stock options which will be
credited to additional paid-in capital when realized.
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Note 15—Income Taxes

TANDY CORPORATION (DEC)
(In millions)
Net sales and operating
revenues
Cost of products sold

1996

1995

1994

$6,285.5
4,263.1

$5,839.1
3,764.9

$4,943.7
3,017.6

2,022.4

2,074.2

1,926.1

1,646.5
92.0
(42.3)
33.7

1,532.7
84.8
(78.6)
30.0
89.1

T h e c o m p o n e n t s o f t h e p r o v is io n ( b e n e fit) f o r in c o m e
t a x e s a n d a r e c o n c ilia tio n o f t h e U .S . s t a t u t o r y ta x ra te to
t h e C o m p a n y ’s e f f e c t iv e in c o m e ta x ra te a r e g iv e n in th e
a c c o m p a n y in g ta b le s .
Income Tax Expense (Benefit)

Gross pro fit

Expenses/(income);
Selling, general and
adm inistrative
1,761.1
Depreciation and am ortization
108.6
Interest income
(13.0)
Interest expense
36.4
Provision fo r restructuring costs
162.1
Im pairm ent of long-lived assets
112.8
Gain fro m sale of credit accounts
and extended service contracts
—
2,168.0
Income (loss) before income
taxes
Provision (benefit) fo r income
taxes
Net income (loss)

(In millions)

1.1
—

Current
Federal
State
Foreign

—

(91.4)

—

1,731.0

1,566.6

(145.6)

343.2

359.5

(54.0)

131.3

135.2

(91.6)

211.9

224.3

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 2 (In Part): Summary of Significant Accounting
Policies
Income Taxes: Income taxes are accounted for using the
asset and liability method pursuant to Statement of Fi
nancial Accounting Standards, “Accounting for Income
Taxes” (“FAS 109"). Deferred taxes are recognized for
the tax consequences of ’’temporary differences" by ap
plying enacted statutory tax rates applicable to future
years to differences between the financial statement
carrying amounts and the tax bases of existing assets
and liabilities. The effect on deferred taxes for a change
in tax rates is recognized in income in the period that in
cludes the enactment date. In addition, FAS 109 requires
the recognition of future tax benefits to the extent that re
alization of such benefits is more likely than not.

Deferred
Federal
State
Foreign

Provision (benefit) fo r
income taxes

1996

Year Ended
December 31,
1995

1994

$79.7
15.3
2.5

$105.1
11.4
3.1

$109.3
9.0
3.3

87.5

119.6

121.6

(131.8)
(9.7)
—

11.7
—
—

12.1

(141.5)

11.7

13.6

$(54.0)

$131.3

$135.2

—
1.5

Statutory vs. Effective Tax Rate

(In millions)

1996

Com ponents of pre-tax income
(loss) from continuing
operations:
United States
$(148.6)
Foreign
3.0
Income (loss) before
income taxes
Statutory tax rate
Federal income tax expense
(benefit) at statutory rate
State income taxes, less federal
income tax effect
Other, net
Total income tax
expense (benefit)
Effective tax rate

Year Ended
December 31,
1995

1994

$341.2

$357.3

2.0

2.2

(145.6)
x35%

343.2
x35%

359.5
x35%

(51.0)

120.1

125.8

(2.8)
(0.2)

7.4
3.8

5.8
3.6

$(54.0)

$131.3

$135.2

37.1%

38.3%

37.6%

The effective tax rate for 1996 changed from 1995 due
primarily to foreign income taxes which were incurred on
foreign income despite the overall loss incurred by the
Company.
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The IRS Dallas Office had previously referred certain
issues in the Company’s 1987 tax return to the IRS Na
tional Office. The issues involved the private letter rul
ings issued by the IRS in connection with the spin-off of
InterTAN and certain other tax matters. On June 20,
1996, the IRS notified the Company that it would no
longer challenge the private letter ruling issued in con
nection with the InterTAN spin-off. In December of 1996,
the IRS Dallas Appeals Office notified the Company that
it is no longer pursuing the remaining matters associated
with the separation of InterTAN from the Company.
Deferred tax assets and liabilities as of December 31,
1996 and D e cem b er 31,
f o llo w in g :

1 9 9 5 w e r e c o m p r is e d o f th e

(In millions)
Deferred Tax Assets
Bad debts
Intercom pany pro fit elim ination
Deferred service contract income
Restructuring
Inventory im pairm ent
Long-lived asset im pairm ent
Insurance
Depreciation and am ortization
Rental agreements
Foreign tax credits
Other

1996

December 31,
1995

$3.6
4.0
4.3
51.9
32.0
30.4
17.6
7.2
5.2
—

16.3

Deferred Tax Liabilities
Inventory adjustm ents, net
Deferred taxes on foreign operations
Other
Total deferred tax liabilities
Net Deferred Tax Assets
The Net Deferred Tax Asset is
classified as follow s;
Other current assets (liabilities)
Other assets
Net Deferred Tax Asset

6.1
3.8
5.2
—

1995

1996

1994

$983,084,427 $744,542,466 $772,098,333

Net sales
Operating costs and
expenses:
Cost of goods sold,
including delivery
costs
Selling
General and
adm inistrative
Depreciation and
am ortization
Restructuring charge

932,130,906
37,533,477

669,068,064
25,377,029

693,784,481
24,155,852

26,515,629

22,911,735

22,339,197

15,378,777

9,830,000
7,857,319

8,262,515

1,011,558,789

735,044,247

748,542,045

—

2.0
—

4.4
—
37.6
(4.4)

172.5

33.2

5.0
—

4.3
4.2
2.7

7.8

11.2

$164.7

$22.0

2.8

THORN APPLE VALLEY, INC. (MAY)

13.7

172.5
Valuation allowance
Total deferred tax assets

$2.4

ognized in 1997 for tax purposes, such amount may also
be realized by carrying back the deductions to offset tax
able income generated in 1995 and 1994. Accordingly, a
valuation allowance is not required for the $164.7 million
of deferred tax assets in excess of deferred tax liabilities.

Income (loss) from
operations

(28,474,362)

9,498,219

23,556,288

Other expense (incom e);
Interest, net
8,491,769
Other, net
(2,408,387)

2,258,674
(960,341)

2,151,359
(895,444)

6,083,382

1,298,333

1,255,915

(34,557,744)

8,199,886

22,300,373

Income (loss) before
income taxes
Provision (benefit) fo r
incom e taxes
(Note 7)
Net income (loss)

(12,850,000)

2,945,000

8,217,000

$(21,707,744)

$5,254,886

$14,083,373)

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
$99.2
65.5
$164.7

$(16.3)
38.3
$22.0

The Company generated a pre-tax book loss of $145.6
million in 1996. Many of the restructuring charges in
cluded in the 1996 pre-tax loss will not be deductible for
federal income tax purposes until 1997. Since the Com
pany is expected to generate pre-tax income in 1997 and
future years, management has concluded that the Com
pany should realize the full benefit of its U.S. deferred
tax assets related to future deductible items. If for some
reason the Company does not generate sufficient pre-tax
income in 1997 to fully offset restructuring charges rec

7. Income Taxes:
a s fo llo w s :
1996

1995

1994

Currently payable (benefit);
Federal
$(9,939,000)
State and local

$2,259,000
333,000

$6,874,000
638,000

2,592,000

7,512,000

Total currently payable
(benefit)
Deferred:
Federal and state
Total provision

(9,939,000)
(2,911,000)

353,000

705,000

$(12,850,000)

$2,945,000

$8,217,000
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Deferred income taxes reflect the estimated future tax
effect of temporary differences between the amounts of
assets and liabilities for financial reporting purposes and
such amounts as measured by tax laws and regulations.
The components of deferred income tax assets and
liabilities as of May 31, 1996 and May 26, 1995 are as
follows:
1996
Deferred Tax
Assets
Depreciation
Employee benefit plans
Bad debt expense
Capital leases
Restructuring charge
Estimated losses on assets held fo r disposal
Am ortization of intangibles
Credit carryforw ard
All other

1995
Deferred Tax
Liabilities

Deferred Tax
Assets

$5,799,195

Deferred Tax
Liabilities
$3,449,100

$1,720,818
234,635

$1,440,776
297,373
214,970

183,794
916,901

375,000
524,563

Total deferred taxes

3,169,895
39,512

433,132

33,062

464,218

$5,539,860

$6,971,860

$2,688,112

$4,097,112

A r e c o n c ilia tio n o f t h e p r o v is io n f o r in c o m e ta x e s is
s h o w n b e lo w :
1995

1996

Federal incom e tax (benefit) at
statutory rate
State and local income taxes,
net of federal income tax benefit
Lower tax rate attributable to foreign
sales corporation
Utilization of tax credits
Other

1994

Am ount

%

Am ount

%

Am ount

%

$(12,095,000)

(35)

$2,870,000

35

$7,805,000

35

232,000

3

445,000

2

(138,000)

(2)

(202,000)

(1)

169,000

1

$8,217,000
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(110,000)
(873,000)
228,000

(2.5)

$(12,850,000)

(37.5)

(19,000)

The credit carryforward of $3,169,895, for which the
tax benefit has been recognized, consists of general
business credits of $1,552,729, which expire between
the years 2008 and 2011, and alternative minimum tax
credit carryforwards of $1,617,166, which can be carried
forward indefinitely.

$2,945,000

36
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differences comprising the deferred tax assets and de
ferred tax liabilities on the accompanying consolidated
balance sheets is a result of the following:

No Provision
COLLINS INDUSTRIES, INC. (OCT)

1995

1996
1996
Sales
Cost of sales

1995

1994

$151,878,862 $140,725,065 $143,762,767
123,910,694
126,664,018
129,651,654

Gross pro fit
22,227,208
Selling, general and
adm inistrative
expenses
15,020,673
Research and
developm ent expenses
215,313
Income from operations

6,991,222

16,814,371

17,098,749

13,663,037

13,588,494

261,747

72,236

2,889,587

3,438,019

Other income (expense):
Special non-recurring
expenses
Interest, net
(2,241,575)
Other, net
262,420

(2,783,198)
(26,704)

(1,010,761)
(3,410,334)
11,588

(1,979,155)

(2,809,902)

(4,409,507)

Income (loss) before
provision fo r income
taxes and extraordinary
item s
5,012,067
Provision fo r income
taxes (Note 4)
—
Income (loss) before
extraordinary items

5,012,067

Deferred tax assets:
Self-insurance
Vacation
W arranty
Doubtful accounts
Inventories
Subordinated debentures
Compensation
Revenue recognition
Federal tax operating loss
and general tax
credit carryforw ards
Other

Deferred tax liabilities:
Depreciation
Valuation allowance
Net deferred tax assets

79,685

(971,488)

79,685

(971,488)

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
4. Income Taxes
There is no current or deferred tax expense for the years
ended October 31, 1996, 1995 and 1994. The company
in 1996 and 1995 utilized net operating loss carryfor
wards and in 1994 was in a loss position. The benefits of
timing differences have not previously been recorded.
The deferred tax consequences of temporary differ
ences in reporting items for financial statement and in
come tax purposes are recognized, if appropriate.
Realization of the future tax benefits related to the de
ferred tax assets is dependent on many factors, includ
ing the Company’s ability to generate taxable income
within the net operating loss carryforward period. Man
agement has considered these factors in reaching its
conclusion as to the valuation allowance for financial
reporting purposes. The income tax effect of temporary

$

$

292,000
158,000
130,000
38,000
212,000
420,000
—
121,000

314,000
115,000
122,000
31,000
264,000
420,000
94,000
161,000

1,233,000
122,000

2,994,000
61,000

$2,726,000

$4,576,000

(708,000)
(2,018,000)

(138,000)
(4,438,000)

$

$

-

-

A reconciliation between the statutory federal income
tax rate (34%) and the effective rate of income tax ex
pense for each of the three years during the period
ended October 3 1 , 1996 follows:

Statutory federal income
tax rate
Increase (decrease) in taxes
resulting from :
State tax, net of federal
benefit
Increase in (utilization) of
net operating loss
carryforw ards
Effective rate

1996

1995

1994

34%

(34% )

(34% )

(38)

34

34

—%

—%

—%

4

The Company has available net operating loss carryfor
wards of approximately $1,872,000 for tax purposes to
offset future taxable income. The net operating loss car
ryforwards expire principally in 2009. General tax and al
ternative minimum tax credit carryforwards of approxi
mately $521,000 expire principally in 1997 to 2006.
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DRAVO CORPORATION (DEC)
(In thousands)

1996

1995

1994

$158,133
118,165

$146,067
109,541

$278,052
234,018

Gross pro fit
Selling expenses
General and adm inistrative
expenses

39,968
4,560

36,526
5,009

44,034
7,116

16,410

16,228

22,497

Earnings fro m operations
Other incom e (expense);
Equity in earnings of jo in t
ventures
Other incom e (expense)
Interest income
Interest expense

18,998

15,289

14,421

710
(54)
900
(6,426)

572
182
85
(4,807)

1,672
1,088
754
(12,408)

Net other expense

(4,870)

(3,968)

(8,894)

Revenue
Cost of revenue

The actual income tax expense attributable to earnings
from continuing operations differed from the amounts
computed by applying the U.S. federal tax rate of 35 per
cent in 1996 and 34 percent in 1995 and 1994 to pretax
earnings from continuing operations as a result of the
following:
(In thousands)
Computed “ expected”
tax expense
Alternative m in im um tax
Percentage depletion
State income taxes,
net of federal income
tax benefit
Other items
Benefit of operating loss
carryforw ards
Provision fo r income tax

Earnings before taxes from
continuing operations
Income tax expense (Note 13)

14,128
—

11,321
340

5,527
597

Earnings fro m continuing
operations

14,128

10,981

4,930

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 1 (In Part): Summary of Significant Accounting
Policies
Income Taxes; Deferred income taxes reflect the tax
consequences on future years of differences between
the tax bases of assets and liabilities and their financial
reporting amounts. Future tax benefits, such as net oper
ating loss carryfor wards, are recognized to the extent
that realization of such benefits is more likely than not.
Note 13: Income Taxes
Income before taxes and provisions for income tax ex
pense from continuing operations at December 31 are:
(In thousands)
Income before taxes
Current federal
income taxes
Deferred federal
income taxes
Current state income taxes
Total

1996

1995

1994

$14,128

$11,321

$5,527

$

$

$

—

—
$

0

$

-

350

—

—

340

247

340

$ 597

1996

1995

$4,945

$3,849

—

—

(720)

(992)

553

224
51

(4,778)
$

1994

$1,879
300
(1,880)

163
135

(2,792)

0

$

340

—

$

597

The significant components of the deferred income tax
expense (benefit) attributable to income from continuing
operations for the years ended December 31 are as fol
lows;
(In thousands)

1996

1995

1994

$1,552

$(6,058)

$1,340

Deferred tax
expense (benefit)
(exclusive o f the effect
of other com ponent
listed below)
Increase (decrease)
in balance o f the valuation
allowance fo r deferred
tax assets

(1,552)

Total

$

-

6,058
$

-

(1,340)
$

-
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The tax effects of temporary differences that give rise
to significant portions of the deferred tax assets and de
ferred tax liabilities at December 31 are as follows;
1996

1995

$4,580

$3,008

59

302

6

19

500
62,808
976
916

500
67,229
1,722

69,845
(34,829)

73,802
(36,381)

Net deferred tax assets
Deferred tax liabilities:
Properties and equipm ent,
principally due to depreciation
Pension accrual

35,016

37,421

5,810
4,353

6,417
6,151

Total gross deferred tax liabilities

10,163

12,568

$24,853

$24,853

Deferred tax assets:
Provision fo r discontinued operations
Accounts receivable, principally due
to allowance fo r doubtful accounts
Inventories, principally due to
additional costs inventoried fo r
tax purposes pursuant to the
T a x Reform A c t o f 1986
Compensated absences, principally
due to accrual fo r financial
reporting purposes
Net operating loss carryforw ards
Investm ent tax credit carryforw ards
Other
Total gross deferred tax assets
Less valuation allowance

Net deferred tax asset

1,022

T h e n e t c h a n g e in th e to ta l v a lu a tio n a llo w a n c e f o r th e
y e a rs e n d e d D e c e m b e r 3 1 , 1 9 9 6 a n d 1 9 9 5 w a s a d e 
c r e a s e o f $ 1 . 6 m illio n a n d a n in c r e a s e o f $ 6 .1 m illio n , r e 
s p e c tiv e ly .
T h e C o m p a n y h a d N O L s o f a p p r o x im a t e ly $ 1 7 9 .5 m il
lio n a t D e c e m b e r 3 1 , 1 9 9 6 , b e c a u s e o f lo s s e s a s s o c i
a te d w ith d is c o n tin u e d b u s in e s s e s . T h e s e N O L s e x p ir e
a s fo llo w s :

(In thousands)

2002
2003
2004
2005
2006
2007
2008
2009

2010

Current accounting standards require that deferred in
come taxes reflect the tax consequences on future years
of differences between the tax bases of assets and li
abilities and their bases for financial reporting purposes.
In addition, future tax benefits, such as NOLs, are re
quired to be recognized to the extent that realization of
such benefits is more likely than not. A valuation allow
ance is established for those benefits that do not meet
the more likely than not criteria.
In assessing the valuation allowance established at
December 31, 1996 and 1995, estimates were made as
to the potential financial impact on the company should
resolution of the remaining substantive uncertainty asso
ciated with discontinued operations substantially exceed
management’s estimates. The uncertainty involves the
Hastings, NE, environmental matter and is discussed
more fully in Note 8, Contingent Liabilities. Manage
ment’s position is to vigorously pursue its claims against
other PRPs and to contest the liability for environmental
clean-up. In determining the appropriate valuation allow
ance, however, management has used the upper limit of
the potential financial impact estimated for this matter.
Also, operating profits were lower than forecasted in
1996 primarily due to operational difficulties and higherthan-expected expenses at Black River.
Management believes that the company will generate
sufficient future taxable income to realize the entire de
ferred tax asset prior to expiration of any NOLs and that
the realization of a $24.9 million net deferred tax asset is
more likely than not. Income projections for the contract
lime business are based on historical information ad
justed for contract terms. In order to fully realize the net
deferred tax asset, the company will need to generate fu
ture taxable income of approximately $70.9 million prior
to the expiration of the NOLs.
Historically, Dravo Lime’s cumulative taxable earnings
for the past five years total $61.5 million. There can be
no assurance, however, that the company will generate
enough taxable income to realize the deferred tax asset
prior to the NOLs expiring.
GENCORP INC. (NOV)

$

1,601
76,662
38,856
17,222
6,471
1,629
15,031
12,008
9,973

Tax benefits of $1.0 million for investment tax credits ex
piring in 1997 and later are also being carried forward.

(Dollars in millions)
Net Sales
Costs and Expenses
Cost of products sold
Selling, general and
adm inistrative
Depreciation
Interest expense
Other (incom e) expense, net
Unusual items

Income (Loss) Before
Income Taxes
Income tax provision
(benefit) (Note F)
Income (Loss) Before
Cumulative Effect of
Accounting Changes

1996

1995

1994

$1,515

$1,772

$1,740

1,200

1,430

1,391

143
58
27
3
42

174
70
34
(5)
5

179
73
32
4
83

1,473

1,708

1,762

42

64

(22)

—

26

(9)

42

38

(13)
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note A (In Part): Summary of Significant Accounting
Policies
Income Taxes—Deferred income taxes are provided for
temporary differences between the carrying amount of
assets and liabilities for financial reporting and income
tax purposes.
Note F—Income Taxes
The income tax provision (benefit) consists of the follow
ing:
(Dollars in millions)
Current Taxes
U.S. federal
State and local
Foreign

Deferred Taxes
U.S. federal
State and local
Foreign

Income Tax Provision (Benefit)

Years ended November 30
1996
1995
1994

$18
5
7

$ 4
(2)
9

$11
1
6

30

11

18

(26)

13
5

(21)

(4)

(6)

(3)
(30)

15

(27)

$ -

$26

$(9)

T h e d iff e r e n c e b e tw e e n t h e s t a t u t o r y f e d e r a l in c o m e
t a x r a te a n d th e e ff e c t iv e t a x ra te is a tt r ib u t a b le t o th e
fo llo w in g :
Years ended November 30
1996
1995
1994
Statutory incom e tax rate
35.0%
State and local income taxes,
net of federal income tax
benefit
1.5
Tax refund
(39.0)
Earnings of subsidiaries taxed at
other than U.S. statutory rate
1.2
Adjustm ent of estimated income
_
tax accruals
Other, net
1.3

35.0%

(35.0% )

3.0

(12.8)

Effective Income Tax Rate

—%

—

—

.3

( .3)

.3
1.4

14.0
(5.9)

40.0%

(40.0)%

The Company reduced its 1996 income tax expense by
$16 million due to the receipt of a federal income tax re
fund related primarily to interest on the timing of certain
deductions.

The table below is a summary of the significant com
ponents of the Company’s deferred tax assets and liabili
ties as of November 30:

(Dollars in millions)

A t November 30
1996
1995
Assets Liabilities
Assets Liabilities

Accrued estimated costs
Long-term contract method
Depreciation
Pension
NOLs and tax credit
carryforw ards
Other postretirem ent/
em ploym ent benefits

$101
9
—
—

$ —
28
37

$96
—
—
—

$—
6
51
38

7

—

14

—

156

—

163

—

Total

$273

$65

$273

$95

The balance sheets reflect deferred income taxes of $52
million and $30 million in prepaid expenses and other at
November 30, 1996 and 1995, respectively. Included in
other long-term assets for 1996 and 1995 are deferred
income taxes of $156 million and $148 million, respec
tively. The majority of net operating losses (NOLs) and
tax credit carryforwards have an indefinite carryforward
period with the remaining portion expiring in years
through 2007. Pretax income of foreign subsidiaries was
$18 million in 1996 and $17 million in 1995 and 1994.
Cash paid during the year for income taxes was $29 mil
lion in 1996, $28 million in 1995 and $23 million in 1994.

OPERATING LOSS AND TAX CREDIT
CARRYFORWARDS
Paragraph 48 of Statement of Financial Accounting
Standards No. 109 states that amounts and expiration
dates of operating loss and tax credit carryforwards for
tax purposes should be disclosed. Examples of operating
loss and tax credit carryforward disclosures follow.
ARMCO INC. (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Dollars in millions)
3. Income Taxes
Armco files a consolidated U.S. federal income tax re
turn. This return includes all domestic companies 80% or
more owned by Armco and the proportionate share of
Armco’s interest in partnership investments. State tax re
turns are filed on a consolidated, combined or separate
basis depending on the applicable laws relating to Armco
and its domestic subsidiaries.
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The United States and foreign components of Income
before income taxes consist of the following:
1996

1995

1994

United States
Foreign

$24.4
3.0

$22.8
2.7

$36.0

Total

$27.4

$25.5

$37.1

1.1

P r o v is io n s ( c r e d its ) f o r in c o m e t a x e s f o r A r m c o a n d c o n 
s o lid a t e d s u b s id ia r ie s a r e a s fo llo w s :
1996
Current:
U.S. state
Foreign
Total

$ 1.4
1.4

1994

1995

$0.8

1.2
2.0

$

0.8
0.5
1.3

Deferred:
U.S. federal
U.S. state

—

—

—

—

(27.3)
(2.7)

Total

—

—

(30.0)

$1.4

$2.0

$(28.7)

Provision (credit) fo r
incom e taxes

The following is a reconciliation of the statutory federal
income tax rate applied to pretax book income with the
provision for income taxes in the Statement of Consoli
dated Income for the year 1996:

At December 31, 1996, Armco had capital and net op
erating loss (NOL) carryforwards for federal tax purposes
expiring as follows:
Year Expires
1998
1999

$ 56.0

2000
2001

117.4
45.0

$

59.7
106.7

—

2004
2005
2006
2007
2008
2009

—

123.3
9.1
130.3
239.3
186.9
133.3
35.4
53.5
43.0

—
—
—
—
—
—

2010
2011
Total loss carryforw ards

NOL

Capital Losses

—
—

$218.4

$1,120.5

Armco has $797.0 in U.S. alternative minimum tax net
operating losses. Additionally, Armco has $11.4 of alter
native minimum tax credits that have no expiration.
Deferred income taxes reflect the net tax effects of (a)
temporary differences between the carrying amounts of
assets and liabilities for financial reporting purposes and
the amounts used for income tax purposes and (b) oper
ating loss and tax credit carryforwards. At December 31,
1996 and 1995, the net deferred tax asset, included in
the Statement of Consolidated Financial Position, was as
follows:
1996

Federal taxes at statutory rate
State income taxes, net of federal benefit
Reduction in deferred tax valuation allowance

$9.6
Other current assets
Deferred tax asset

$

(9.8)

Provision fo r incom e taxes

$1.4

Net deferred tax asset

$328.5

1.6

During 1996, Armco’s capital loss carryforward increased
by $45.0 due to a tax loss associated with the sale of
National-Oilwell (Note 11). Net operating loss carryfor
wards increased due to the $43.0 net operating loss for
tax purposes incurred in 1996. The difference between
the pretax book income of $27.4 and the 1996 tax loss of
$43.0 is primarily due to costs associated with employee
benefits, pensions and restructuring actions, which had
been accrued for financial accounting purposes in prior
years, but actually paid in 1996. Tax basis depreciation
for the year, which exceeded depreciation expense re
corded on the books, was another key factor contributing
to the tax loss.
In 1994, the income tax benefit recognized of $28.7
was primarily the result of decreasing the beginning bal
ance of the deferred tax asset valuation allowance by
$30.0 due to the effects, including the elimination of
Armco Steel Company’s (ASC) (Note 10) estimated fu
ture taxable losses, that the initial public offering and re
capitalization of ASC had on management’s assessment
of the amount of deferred tax asset that is more likely
than not to be realized in the future.

2.7
325.8

1995
$

2.4
326.1

$328.5

Major components of Armco’s net deferred tax asset
are as follows:
1996

1995

Tax effects of:
Operating loss and tax credit
carryforw ards
Employee benefits
Other assets (incl. contingencies
and accruals

$539.5
565.4

$480.6
576.9

159.0

214.0

Gross deferred tax asset
Valuation allowance

1,263.9
(644.4)

1,271.5
(669.1)

619.5
(138.4)
(152.6)

602.4
(132.0)
(141.9)

Deferred tax asset
Property, plant and equipm ent
Other liabilities
Deferred tax liability

(291.0)

(273.9)

Net deferred tax asset

$328.5

$328.5
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Even though Armco has incurred tax losses for the
past seven fiscal years, management believes that it is
more likely than not that Armco will generate taxable in
come sufficient to realize a portion of the tax benefit as
sociated with future deductible temporary differences
and NOL carryforwards prior to their expiration. This be
lief is based upon, among other factors, changes in op
erations that have occurred during the last five years, as
well as consideration of available tax planning strategies.
Specifically, cost savings associated with new capital in
vestments are being realized and are expected to con
tinue to improve operating results. Armco has operated
in a highly cyclical industry and, consequently, has had a
history of generating and then utilizing significant
amounts of NOL carryforwards. During the years 19871989, Armco utilized approximately $350.0 of NOL carry
forwards. However, management believes that a
valuation allowance is appropriate given the current esti
mates of future taxable income. If Armco is unable to
generate sufficient taxable income in the future through
operating results, increases in the valuation allowance
will be required through a charge to income. However, if
Armco achieves sufficient profitability to utilize a greater
portion of the deferred tax asset, the valuation allowance
will be reduced through a credit to income.
United States income tax returns of Armco for 1992
and prior years have been subject to examination by the
Internal Revenue Service and are closed to assess
ments. However, the NOL carryforwards from some of
these years remain open to adjustment. Armco has been
in a cumulative net operating loss carryforward position
since 1983 and believes that it has sufficient loss carry
forwards in excess of any potential audit adjustments
that might be made by the Internal Revenue Service for
any open years.
CMI CORPORATION (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

exchanged. The Class A Common Stock has certain
transfer restrictions in order to prevent a change in own
ership, which could limit or eliminate the Company’s in
come tax net operating loss carryforwards (see note 7).
7. Income Taxes
Income tax expense (benefit) consisted of the following
(dollars in thousands):

Current tax expense
Deferred tax expense (benefit)

1996

1995

165
3,000

616
(8,800)

536
(10,000)

$3,165

(8,184)

(9,464)

$

1994

The deferred tax benefit in 1995 and 1994 consisted of a
reduction of the beginning-of-the-year valuation allow
ance of $12,479,000 and $14,957,000, respectively, off
set by a deferred tax expense of $3,679,000 and
$4,957,000, respectively.
Income tax expense (benefit) differed from the
amounts computed by applying the U.S. federal income
tax rates to pretax income of 35% in 1996 and 1995, and
34% in 1994, as a result of the following (dollars in thou
sands):
Computed expected
tax expense
State incom e taxes
Reduction of
valuation allowance
Other, net

1996

1995

1994

$3,019
336

3,261
380

4,604
530

(37)
(153)

(12,479)
654

(14,957)
359

$3,165

(8,184)

(9,464)

The tax effects of temporary differences that give rise to
significant portions of the deferred tax assets and liabili
ties at December 31, 1996 and 1995, are as follows (dol
lars in thousands):

4 (In Part): Common Stock and Other Capital
In 1991, the Company entered into an Investment Agree
ment with REI pursuant to which, the Company sold REI
6,666,667 shares of Common Stock (subsequently Class
A Common Stock) at $.75 per share. The Investment
Agreement contains various covenants and restricts the
Company from taking certain actions without the prior
written consent of REI.
On February 14, 1992, the Company filed an amended
and restated certificate of incorporation, which authorizes
20,000 shares of common stock and 45,000,000 shares
of Class A Common Stock. Additionally, the Company ef
fected a 1-for-2,000 reverse split of the common stock
and declared a stock dividend of 1,999 shares of Class A
Common Stock for each whole share of common stock
outstanding following the reverse split. Owners of the re
maining common stock could exchange each share of
common stock for one share of Class A Common Stock.
The exchange offer expired on April 30, 1992. At Decem
ber 31, 1996, 621 shares of common stock had not been

Net operating loss and
other carryforw ards
Other, net
Deferred tax assets
Deferred tax liability
(plant and equipm ent)

Less valuation allowance
Net deferred tax asset

1996

1995

$14,139
3,559

16,932
4,074

17,698

21,006

(1,267)

(1,538)

16,431
631

19,468

$15,800

18,800

668

During 1994, the Company reduced the valuation allow
ance to reflect the deferred tax assets utilized in 1994 to
reduce current income taxes (approximately $5 million)
and to recognize a deferred tax asset of $10 million at
December 31, 1994. During 1995, the Company reduced
the valuation allowance to recognize a deferred tax asset

385

Income Taxes

of $18.8 million at December 31, 1995. The deferred tax
asset at December 31, 1996 was $15.8 million. The rec
ognized deferred tax asset is based upon expected utili
zation of net operating loss carry-forwards and reversal
of certain temporary differences. The ultimate realization
of the deferred tax asset will require aggregate taxable
income of approximately $38 million to $43 million in fu
ture years.
The estimated taxable income for 1996 before utiliza
tion of income tax net operating loss carry-forwards was
approximately $7.6 million. The taxable loss for 1995
was approximately $10 million. This differs from earnings
before income taxes for 1995 as a result of realizing a
loss on the sale of the assets of CMI Energy Conversion
Systems, Inc. (CMI Energy) for tax purposes. The loss
was recognized for financial reporting purposes in prior
years when the assets of CMI Energy were reduced to
estimated realizable value. The taxable income for 1994
before utilization of income tax net operating loss carry
forwards was approximately $13 million.
The Company has assessed its past earnings history
and trends, sales backlog, budgeted sales, and expira
tion dates of carryforwards and has determined that it is
more likely than not that the $15,800,000 of deferred tax
assets will be realized. The remaining valuation allow
ance of approximately $631,000 is maintained against
deferred tax assets which the Company has determined
to not be realizable.
At December 3 1 , 1996, the Company has a tax net op
erating loss carryforward of approximately $26,445,000
for federal income tax purposes. Such carryforwards,
which may provide future tax benefits, expire as follows:
$3,053,000 in 2004, $8,272,000 in 2005, $4,810,000 in
2006, and $10,310,000 in 2010. Future changes in own
ership, as defined by section 382 of the Internal Reve
nue Code, could limit the amount of net operating loss
carryforwards used in any one year (see note 4).
HECLA MINING COMPANY (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Domestic and foreign components of income (loss) be
fore income taxes and extraordinary item for the years
ended December 31, 1996, 1995 and 1994 are as fol
lows (in thousands):
1996

1995

1994

Domestic
Foreign

$(36,468)
4,791

$(104,050)
2,640

$(23,698)
(550)

Total

$(31,677)

$(101,410)

$24,248)

December 31,

T h e c o m p o n e n t s o f t h e n e t d e fe r r e d t a x lia b ility w e r e a s
f o llo w s (in thousands):
1996

1995

$17,988
1,924
2,826

$10,832
1,969
3,431

967
13
795
456

898
230
612
456
10,969
2,314
57,398
4,867
3,435
2,103

December 31,
Deferred tax assets
Accrued reclamation costs
Investm ent valuation differences
Capital loss carryover
Postretirem ent benefits other
than pensions
Other liabilities
Deferred com pensation
Accounts receivable
Properties, plants and equipm ent
Foreign net operating losses
Federal net operating losses
State net operating losses
Tax credit carryforw ards
M iscellaneous
Total deferred tax assets
Valuation allowance

—

3,048
72,686
7,514
2,659
2,518
113,394
(107,937)
5,457

Net deferred tax assets
Deferred tax liabilities
Properties, plants and equipm ent
Deferred income
Pension costs
Inventories
Deferred state income taxes, net

Major components of the Company's income tax provi
sion (benefit) are (in thousands):
1996

1995

1994

Current
Federal
State
Foreign

$(749)
341
1,085

$(298)
307
300

$(805)
337
—

Income tax provision (benefit)

$677

$309

$(468)

Net deferred tax liability

1,809

—
(287)
(624)
(898)
(359)

(3,903)
(210)
(951)
(393)
(359)
(5,816)

Total deferred tax liabilities

Note 4 (In Part): Income Taxes

99,514
(97,705)

$

(359)

(2,168)
$

(359)
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The Company has recorded a valuation allowance to
reflect the estimated amount of deferred tax assets
which may not be realized principally due to the expira
tion of net operating losses and tax credit carryforwards.
The changes in the valuation allowance for the years
ended December 31, 1996, 1995 and 1994, are as fol
lows (in thousands):
________________________________ 1996

1995

1994

Balance at beginning of year
$(97,705)
Increase related to
nonutilization of net
operating loss carry
forw ards and nonrecognition
of deferred tax assets due to
uncertainty of recovery
(10,232)

$(67,149)

$(58,529)

(30,556)

(8,620)

Balance at end of year

$(97,705)

$(67,149)

$(107,937)

Investm ent
Regular
Foreign
Tax
Tax Net
AM T Net
Net
Credit
Operating Operating Operating
CarryLosses
Losses Losses
overs

$ 2,020 $
11,005
6,235
3,089
4,538
2,717
1,792
16,406
10,744
23,766
27,134
28,179
11,670
19,087
45,400

ROBBINS & MYERS, INC. (AUG)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(In thousands)
Income Taxes

Substantially all of the Company’s net operating loss car
ryovers are attributed to preference related items, and
therefore are not available to offset alternative minimum
taxable income. However, they are available to offset fu
ture regular taxable income. At December 31, 1996, the
Company had tax basis net operating loss carryovers
available to offset future regular and alternative minimum
tax (AMT) and foreign taxable income. These carryovers
expire as follows (in thousands):

1997
1998
1999
2000
2001
2002
2003
2004
2005
2006
2007
2008
2009
2010
2011

The Company has approximately $0.5 million in AMT
credit carryovers eligible to reduce future regular tax li
abilities.

695
308
1,199
789
1,683
346
623
532
878
3,105
8,285
21,827
5,274
14,743
44,000

$213,782 $104,287

$

235
7,923
810
—

$ 117
468
310
240
115

—

—

—

—

—

—

—

—

—

—

—

—

—

—

—

—

—

—

—

—

$8,968

$1,250

At December 31, 1996, for income tax purposes, the
Company had approximately $17.9 million and $8.5 mil
lion, respectively, of regular and AMT net operating loss
carryovers from Equinox Resources Ltd. (Equinox) and
CoCa Mines Inc. Due to these mergers, there will be limi
tations on the amount of these net operating losses that
can be utilized in any given year to reduce certain future
taxable income.

Deferred income taxes reflect the net effects of tempo
rary differences between the carrying amounts of assets
and liabilities for financial reporting purposes and the
amounts used for income tax purposes. Significant com
ponents of the company’s deferred tax position at August
31, are as follows:

Deferred tax benefits:
Postretirem ent benefit obligations
Capital loss carryforw ard
Non U.S. tax loss carryforw ard
and restructuring charges
W arranty
Pension benefits
Other item s— net

Less valuation allowance

Deferred tax liabilities:
Tax depreciation in excess of
book depreciation
G oodwill and purchased asset
basis differences
Other item s— net

Net deferred tax benefit

1996

1995

$6,802
1,231

$6,863
1,231

3,810
1,916
1,282
3,925

2,822
1,216
1,627
3,532

18,966
4,031

17,291
2,853

14,935

14,438

3,519

2,725

3,146
989

2,480
172

7,654

5,377

$7,281

$9,061

In c lu d e d in t h e 1 9 9 6 v a lu a tio n a llo w a n c e f o r d e f e r r e d t a x
b e n e fits is $ 2 , 9 0 0 r e la tin g t o n o n U .S . t a x lo s s c a r r y f o r 
w a r d s ( $ 1 ,6 2 2 in 1 9 9 5 ).
T h e p r o v is io n f o r f e d e r a l, fo r e ig n a n d s ta te in c o m e
t a x e s c h a r g e d to o p e r a tio n s is a s fo llo w s :

Current:
U.S. federal
Non U.S.
U.S. state

Deferred:
U.S. federal
Non U.S.
U.S. state

1996

1995

1994

$8,222
2,092
1,362

$5,021
2,007
980

$4,100
337
598

11,676

8,008

5,035

(644)
1,101
(92)
365
$12,041

366
(1,218)
52
(800)
$7,208

(40)
(700)

(5)
(745)
$4,290
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A summary of the differences between the effective in
come tax rate attributable to operations and the statutory
rate is as follows:
U.S. statutory rate
U.S. state income taxes net
of U.S. federal tax benefit
Other item s— net

1996

1995

1994

35.0%

35.0%

35.0%

3.5

3.7
1.6

3.5
(1.5)
37.0%

(.6)
37.9%

40.3%

The company has a Belgian tax loss carryforward of ap
proximately $3,300, a Canadian tax loss carryforward of
approximately $3,000 and a German tax loss carryfor
ward of $3,450 for corporation tax purposes and $7,560
for trade tax purposes. For financial reporting purposes,
a valuation allowance was deducted for a portion of the
deferred tax benefit related to the German and Canadian
tax loss carryforwards. The Canadian carryforward, if un
used, will expire in future years beginning in 1998. The
Belgium and German carryforwards have no expiration
period.
At August 31, 1996, the company has a capital loss
carryforward of $3,077 for income tax purposes that ex
pires in the years ending August 31, 1997 through Au
gust 31, 1999. The carryforward was primarily generated
from the disposal of the Motion Control Group in 1991.
For financial reporting purposes, a valuation allowance
was deducted for the full amount of the deferred tax
benefit related to this carryforward.
SNAP-ON INCORPORATED (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 7 (In Part): Income Taxes

1996

1995

1994

U.S.
Foreign

$172,553
36,100

$153,423
26,466

$117,509
36,160

Total

$208,653

$179,889

$153,669

The provision for income taxes consists of the follow
ing:
(Amounts in thousands)
Current:
Federal
Foreign
State
Total current
Deferred:
Federal
Foreign
State
Total deferred
Total income tax provision

1996

1995

1994

$55,949
13,803
8,997

$57,328
10,250
9,079

$36,279
14,091
6,088

78,749

76,657

56,458

(615)
(428)
(504)
(1,547)
$77,202

y e a rs e n d e d :

Statutory federal income
tax rate
Increase (decrease) in tax
rate resulting from :
State income taxes, net
of federal benefit
Foreign sales corporation
tax benefit
Other
Effective tax rate

(8,895)
(176)
(1,027)
(10,098)
$66,559

(684)
(517)
98
(1,103)
$55,355

1996

1995

1994

35.0%

35.0%

35.0%

2.4

2.5

2.7

(1.5)
1.1

(1.8)
1.3

(1.9)
0.2

37.0%

37.0%

36.0%

Temporary differences that give rise to the net deferred
tax benefit are as follows:
(Amounts in thousands)
Current deferred income
tax benefit:
Inventories
Accruals and reserves not
currently deductible
Other
Total current (included in
prepaid expenses)
Long-term deferred
income tax benefit:
Employee benefits
Net operating losses
Depreciation
Other
Valuation allowance
Total long-term

Earnings before income taxes consisted of the following:
(Amounts in thousands)

A reconciliation of the Corporation’s effective income
tax rate to the statutory federal tax rate follows for the

Net deferred income
tax benefit

1996

1995

1994

$14,599

$16,534

$15,007

36,372
56

15,136
2,956

19,217
302

51,027

34,626

34,526

57,299
23,585
(13,409)
(6,528)
(12,561)

50,017
30,313
(18,118)
4,661
(10,162)

44,215
30,124
(17,239)
3,200
(9,869)

48,386

56,711

50,431

$99,413

$91,337

$84,957

The valuation allowance required under Statement of Fi
nancial Accounting Standards (SFAS) No. 109, “Ac
counting for Income Taxes,” has been established for
deferred income tax benefits related to certain subsidiary
loss carryforwards that may not be realized. Included in
the valuation allowance is $7.5 million that relates to the
deferred tax assets recorded from acquisitions. Any tax
benefits subsequently recognized for these deferred tax
assets will be allocated to goodwill.
The Corporation has U.S. tax NOLs acquired from ac
quisitions totaling $48.2 million that expire as follows:
2000-$10.9 million, 2002-$1.3 million, 2003-$14.0 mil
lion, 2004-$1.6 million, 2005-$14.0 million, 2006-$1.5
million, 2007-$1.1 million and 2010-$3.8 million. The
Corporation also has non-U.S. tax NOLs of $19.5 million
resulting from operations primarily in Australia, Spain,
Mexico and the Netherlands. These losses expire as fol
lows: 2000-$1.8 million, 2001-$0.3 million, 2010-$1.9 mil
lion and 2011-$2.8 million. The remaining non-U.S.
NOLs of $12.7 million may be carried forward indefi
nitely. A valuation allowance has been established in the
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amount of $3.4 million for the U.S. NOLs and $6.6 million
for the non-U.S. NOLs. Realization is dependent on gen
erating sufficient taxable income prior to expiration of the
loss carryfor wards. Although realization is not assured,
management believes it is more likely than not that the
deferred tax asset will be realized. The amount of the de
ferred tax asset considered realizable, however, could be
reduced in the near term if estimates of future taxable in
come during the carryforward period are reduced.
WANG LABORATORIES, INC. (JUN)

Any tax benefits recognized after September 30, 1993,
for cumulative temporary differences and tax basis net
operating loss carryforwards existing at September 30,
1993, will not reduce the provision for income taxes, but
instead, will first reduce reorganization value in excess of
amounts allocated to identifiable intangible assets to
zero, secondly reduce other intangible assets related to
the reorganization to zero, and thereafter will increase
capital in excess of par value.
Tax benefits which are subsequently recognized
through a reduction in the valuation allowance will be re
corded as follows (in millions):

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note E (In Part): Income Taxes
The significant components of deferred tax assets and
liabilities were as follows (in millions):
June 30,
1996

June 30,
1995

$ 561.8
11.4
62.2

$ 564.4
26.3
36.5

Gross deferred tax assets

635.4

627.2

Fresh-start intangibles
G oodwill and other acquired intangibles
Other

(20.6)
(15.7)
(28.8)

(31.4)
(20.8)
(26.0)

Gross deferred tax liabilities

(65.1)

(78.2)

(522.7)

(549.0)

$ 47.6

$

Net operating loss and credit
carryforw ards
Accrued restructuring expenses
Other

Valuation allowance
Net deferred tax assets

-

The Company has recorded a net deferred tax asset of
$47.6 million for the year ended June 30, 1996, of which
$43.4 million was attributable to the expected utilization
of tax net operating loss carryforwards which existed at
September 30, 1993, reducing reorganization value in
excess of amounts allocated to identifiable intangible as
sets. Of the remainder, $1.7 million was attributable to
acquired tax benefits, reducing goodwill related to the
Bull acquisition and $2.5 million was attributable to the
expected utilization of tax net operating loss carryfor
wards generated subsequent to September 30, 1993, re
ducing the provision for income taxes. Although realiza
tion is not assured, management believes that the net
deferred tax asset will be realized. The estimate of future
taxable income relates to the Company’s operations out
side the U.S. which have, in the past, consistently gener
ated a level of taxable income similar to the amounts of
future taxable income necessary to realize the net de
ferred tax asset. In addition, the Company has tax plan
ning strategies to prevent the tax net operating loss car
ryforwards from expiring unused. The amount of the net
deferred tax asset considered realizable, however, could
be reduced in the near term if estimates of future taxable
income during the carryforward period are reduced.

Reorganization value in excess
of am ounts allocated
to identifiable assets
G oodwill and other non-current
intangible assets
Capital in excess of par value
Income tax benefit to be reported in the
Statement of Operations

June 30,
1996

June 30,
1995

$13.7

$75.9

65.5
298.3

87.9
261.5

145.2

123.7

$522.7

$549.0

As a result of the reorganization of the Company, the
Company recorded a gain from debt forgiveness of
$329.3 million during the three months ended September
30, 1993. Because the forgiveness was pursuant to a
Chapter 11 reorganization, the Company did not record
any income tax expense on the gain from the forgive
ness in the period ended September 30, 1993. The con
summation of the Reorganization Plan resulted in a
change in ownership for federal income tax purposes. As
a result of the change in ownership, the company was
required, under federal tax law, to reduce its accumu
lated U.S. operating loss carryovers for one-half of the
non-taxable gain related to the debt forgiveness and cer
tain prior years’ interest expense related to the forgiven
interest-bearing debt.
If the Company experiences another change in owner
ship within the meaning of Section 382 of the Internal
Revenue Code, an annual limitation will be placed upon
the Company’s ability to realize the benefit of its U.S. net
operating loss carryforwards.
Retained earnings of non-U.S. subsidiaries for which
income taxes have not been provided approximately
$119.4 million and $113.4 million at June 30, 1996 and
June 30, 1995, respectively.
At June 30, 1996, the Company and its subsidiaries
have tax basis net operating loss carryforwards of ap
proximately $1.4 billion and tax credit carryforwards of
approximately $96.5 million that are available to offset fu
ture taxable income.
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Tax basis loss carryforwards and tax credit carryfor
wards expire as follows (In millions):

U.S. tax basis loss carryforw ards
Non-U.S. tax basis loss carryforw ards
Investm ent tax credit and research and
developm ent tax credit carryforw ards

1997

1998

1999

2000

2001

Beyond

$ $4.7

$ —
$10.5

$ —
$30.5

$ —
$16.0

$85.6
$ 6.8

$744.5
$505.4

$7.8

$17.5

$26.2

$20.7

$13.8

$ 10.5

Net taxes paid (refunded) amounted to $0.9 million for
the year ended June 10, 1996, $0.7 million for the year
ended June 30, 1995, and $(1.6) million for the year
ended June 3 0 , 1994.

TAXES ON UNDISTRIBUTED EARNINGS
Statement of Financial Accounting Standards No. 109 re
quires, except in certain specified situations, that undis
tributed earnings of a subsidiary included in consolidated
income be accounted for as a temporary difference. If a
deferred tax liability is not recognized, paragraph 44 of
SFAS No. 109 specifies what information should be dis
closed. Examples of disclosures concerning undistrib
uted earnings follow.

The Company uses substantially the same depreciable
lives for tax and book purposes. Changes in deferred
taxes relating to depreciation are mainly attributable to
differences in the basis of underlying assets recorded
under the purchase method of accounting. As noted
above the Company provides United States taxes on un
remitted foreign earnings. Such earnings have been rein
vested In the foreign operations except for dividends of
$6,062,000.

GREIF BROS. CORPORATION (OCT)

Taxes Accrued On Undistributed Earnings

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 7 (In Part): Income Taxes

COMMERCIAL METALS COMPANY (AUG)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
6 (In Part): Income Taxes
Deferred taxes arise from temporary differences between
the tax basis of an asset or liability and its reported
amount in the financial statements. The sources and tax
effects of these differences are (in thousands):

U.S. taxes provided on foreign income
and foreign taxes
Tax on difference between tax
and book depreciation
Net operating losses
Alternative m inim um tax credit
Other accruals
Other
Total

1996

August 31,
1995

$11,670

$11,532

20,071
(6,692)
(1,713)
(1,917)
(375)
$21,044

17,260
(6,692)
(1,713)
(1,606)
(228)
$18,553

Significant components of the Company’s deferred tax
assets and liabilities are as follows (Dollars in
thousands):
1996

1995

Current deferred tax assets

$ 3,564

$ 4,244

Current deferred tax liabilities

$

$

Book basis on acquired assets
Other

$11,452
551

$12,264
3,791

Long term deferred tax assets

$11,983

$16,055

Plants and equipm ent
Tim ber condem nation
Undistributed Canadian net income
Pension costs
Other

$27,974
2,873
1,753
1,887
368

$23,671
2,152
1,402
1,733
659

Long term deferred tax liabilities

$34,855

$29,617

29

36

At October 31, 1996, the Company has provided
deferred income taxes on all undistributed Canadian
earnings.
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Taxes Not Accrued On Undistributed
Earnings

COMPAQ COMPUTER CORPORATION (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

AMERICAN GREETINGS CORPORATION (FEB)
Note 8 (In Part): Provision for Income Taxes
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Thousands of dollars)
Note G (In Part): Income Taxes
Deferred taxes have not been provided on approximately
$32,000 of undistributed earnings of foreign subsidiaries
since substantially all of these earnings are necessary to
meet their business requirements. It is not practicable to
calculate the deferred taxes associated with these earn
ings, however, foreign tax credits would be available to
reduce federal income taxes in the event of distribution.
At February 2 9 , 1996, the Corporation had approximately
$36,220 of foreign operating loss carryforwards, of which
$29,472 have no expiration date and $6,748 have expi
ration dates ranging from 1999 through 2006.
AMOCO CORPORATION (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

The Company benefits from a tax holiday in Singapore
which expires in 2001, with a potential extension to Au
gust 2004 if certain cumulative investment levels and
other conditions are met. During the first quarter of 1993
the Company determined that a portion of the undistrib
uted earnings of its Singaporean manufacturing subsidi
ary would be reinvested indefinitely. As a result of this
determination, no provision for U.S. income tax was
made on $335 million, $337 million and $218 million of
earnings of this subsidiary during 1996, 1995 and 1994,
respectively. These earnings would become subject to
U.S. tax if they were actually or deemed to be remitted to
the Company as dividends or if the Company should sell
its stock in this subsidiary. The Company estimates an
additional tax provision of $367 million would be required
at such time if the full amount of these accumulated
earnings became subject to U.S. tax. The decision to re
invest such earnings indefinitely had the effect of in
creasing earnings per share by $0.42, $0.43, and $0.28
on a fully diluted basis in 1996, 1995 and 1994, respec
tively.

15 (In Part): Taxes
Undistributed earnings of certain foreign subsidiaries and
joint-venture companies aggregated $510 million on De
cember 31, 1996, which, under existing law, will not be
subject to U.S. tax until distributed as dividends. Since
the earnings have been or are intended to be indefinitely
reinvested in foreign operations, no provision has been
made for any U.S. taxes that may be applicable thereto.
Furthermore, any taxes paid to foreign governments on
those earnings may be used in whole or in part as credits
against the U.S. tax on any dividends distributed from
such earnings. It is not practicable to estimate the
amount of unrecognized deferred U.S. taxes on these
undistributed earnings.

EG&G, INC. (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
12 (In Part): Income Taxes
In general, it is the practice and intention of the Company
to reinvest the earnings of its non-U.S. subsidiaries in
those operations. Repatriation of retained earnings is
done only when it is advantageous. Applicable federal
taxes are provided only on amounts planned to be remit
ted. Accumulated net earnings of non-U.S. subsidiaries
for which no federal taxes have been provided as of De
cember 29, 1996 were $82.4 million, which does not in
clude amounts that, if remitted, would result in little or no
additional tax because of the availability of non-U.S. tax
credits. Federal taxes that would be payable upon remit
tance of these earnings are estimated to be $24.5 million
at December 29, 1996.
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MEDTRONIC, INC. (APR)

IMC GLOBAL INC. (JUN)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(In thousands ofdollars)

15 (In Part): Income Taxes
The components of earnings before income taxes, ex
traordinary loss and cumulative effect of accounting
change, and the effects of significant adjustments to tax
computed at the federal statutory rate were as follows:

Note 8 (In Part): Income Taxes
Deferred tax assets (liabilities) were comprised of the fol
lowing:
April 30,

Domestic
Foreign
Earnings before income taxes,
extraordinary loss and
cumulative effect of
accounting change

1996

1995

1994

$195.7
42.7

$193.6
115.2

$24.1
55.1

$238.4

Computed tax at the federal
statutory rate of 35%
$83.4
Foreign income and withholding
taxes
12.7
Percentage depletion in excess
of basis
(10.4)
Merger expenses not deductible
for tax purposes
7.1
State income taxes, net of federal
income tax benefit
4.8
Benefit of foreign sales
corporation
(4.3)
Deferred tax adjustment for the
effect of changes in U.S.
corporate tax rates
Federal taxes on undistributed
foreign earnings
Other items (none in excess of 5%
of computed tax)
.8
Provision for income taxes
Effective tax rate

$308.8

$79.2

$108.1

$27.7

19.5

9.2

(18.1)

(11.3)

4.9

.4

(2.3)

.1
4.5

4.4

2.9

(1.0)

1.3

$94.1

$115.5

$34.8

39.5%

37.4%

43.9%

U.S. income and foreign withholding taxes are pro
vided on the earnings of foreign subsidiaries that are ex
pected to be remitted to the extent that taxes on the
distribution of such earnings would not be offset by for
eign tax credits. The Company has no present intention
of remitting undistributed earnings of foreign subsidiaries
aggregating $196.4 million at June 30, 1996 and, ac
cordingly, no deferred tax liability has been established
relative to these earnings. If these amounts were not
considered permanently reinvested, a deferred tax liabil
ity of $41.0 million would have been required.

1996

1995

Deferred tax assets:
Inventory (Intercompany profit
in inventory and excess of tax
over book valuation)
Accrued liabilities
Other

$98,753
35,071
13,437

$69,836
37,526
7,528

Total deferred tax assets

147,261

114,890

Deferred tax liabilities:
Intangible assets
Undistributed earnings of subsidiaries
Accumulated depreciation
Unrealized gain on investments
Other

(6,835)
(14,645)
(13,198)
(30,342)
(7,086)

(17,264)
(11,787)
(13,301)
(15,476)
(355)

Total deferred tax liabilities

(72,106)

(58,183)

Net deferred tax assets

$75,155

$56,707

The company’s effective income tax rate varied from the
U.S. federal statutory tax rate as follows:
Year ended April 30,

1996

1995

1994

U.S. federal statutory tax rate
increase (decrease) in tax rate
resulting from:
U.S. state taxes, net of federal
tax benefit
Tax benefits from operations in
Puerto Rico
Non-U.S. taxes
Other, net

35.0%

35.0%

35.0%

2.3

2.2

2.5

(3.4)
1.6
(1.0)

(4.2)
1.5
(1.0)

(8.2)
1.7
2.0

Effective tax rate

34.5%

33.5%

33.0%

Taxes are not provided on undistributed earnings of nonU.S. subsidiaries because such earnings are either per
manently reinvested or do not exceed available foreign
tax credits. Current U.S. tax regulations provide that
earnings of the company’s manufacturing subsidiaries in
Puerto Rico may be repatriated tax free; however, the
Commonwealth of Puerto Rico will assess a tax of up to
10% in the event of repatriation of earnings prior to liqui
dation. The company has provided for the anticipated tax
attributable to earnings intended for dividend repatria
tion. At April 30, 1996, earnings permanently reinvested
in subsidiaries outside the United States were $138,457.
It is not practical to estimate the amount of taxes that
might be payable on these foreign earnings.
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PHELPS DODGE CORPORATION (DEC)
NOTES TO CO NSOLIDATED FINANCIAL STATEMENTS

16 (in Part): Income Taxes

The income tax (benefit) provision consists of the fol
lowing:

Note 6 (In Part): Income Taxes

(In millions)

1996

1995

1994

Income taxes have not been provided on the Corpora
tion’s share ($452 million) of undistributed earnings of
those manufacturing and mining interests abroad over
which the Corporation has sufficient influence to control
the distribution of such earnings and has determined that
such earnings have been reinvested indefinitely. These
earnings could become subject to additional tax if they
were remitted as dividends, if foreign earnings were
loaned to the Corporation or a U.S. affiliate, or if the Cor
poration should sell its stock in the subsidiaries. It is esti
mated that repatriation of these foreign earnings would
generate additional foreign tax withholding and U.S. tax,
net of foreign tax credit, in the amounts of $70 million
and $40 million, respectively.

Current:
Federal
State and local
International

$61
21
19

$ (4
)
6
2

$(14)
16
—

Total current tax provision

101

4

2

11
(1)

(16)
(1)
(56)

55
(3)
(5)

10

(73)

47

$111

$(69)

$49

Deferred:
Federal
State and local
International
Total deferred tax provision
(benefit)
Total income tax provision
(benefit)

WOOLWORTH CORPORATION (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
1 (In Part): Summary of Significant Accounting Policies
Income Taxes
The Company determines its deferred tax provision un
der the liability method, whereby deferred tax assets and
liabilities are recognized for the expected tax conse
quences of temporary differences between the tax bases
of assets and liabilities and their reported amounts using
presently enacted tax rates. Deferred tax assets are rec
ognized for tax credit and net operating loss carryfor
wards, reduced by a valuation allowance which is estab
lished when “it is more likely than not” that some portion
or all of the deferred tax assets will not be realized. The
effect on deferred tax assets and liabilities of a change in
tax rates is recognized in income in the period that in
cludes the enactment date.
Provision for U.S. income taxes on undistributed earn
ings of foreign subsidiaries is made only on those
amounts in excess of the funds considered to be perma
nently reinvested.

Provision has been made in the accompanying Consoli
dated Statements of Operations for additional income
taxes applicable to dividends received or expected to be
received from international subsidiaries. The amount of
unremitted earnings of international subsidiaries, for
which no such tax is provided and which is considered to
be permanently reinvested in the subsidiaries, totaled
$368 million at January 25, 1997. If such earnings had
not been considered permanently reinvested, approxi
mately $19 million of deferred income taxes, consisting
primarily of foreign withholding taxes, would have been
provided. Such taxes, if ultimately paid, might be recov
erable as foreign tax credits.

L o ng-Term C ontracts

FLUOR CORPORATION (OCT)

LONG-TERM CONTRACTS
Accounting and disclosure requirements for long-term
contracts are discussed in Accounting Research Bulletin
No. 45, Chapter 11 of ARB No. 43 and AICPA Statement
of Position 81-1.
Table 3-15 shows that usually the percentage of com
pletion method or a modification of this method, the
units-of-delivery method is used to recognize revenue on
long-term contracts. 17 companies used both of the
aforementioned methods. Examples of disclosures for
long-term contracts follow.
TABLE 3-15: METHOD OF ACCOUNTING FOR
LONG-TERM CONTRACTS
Number of Companies
1996 1995 1994 1993

Percentage-of-completion............
Units-of-delivery.........................
Completed contract....................
Not determinable........................

70
33
3
4
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80
28
4
3

90
33
2
1

91
27
4
1

AIR PRODUCTS AND CHEMICALS, INC. (SEP)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Major Accounting Policies (In Part)
Engineering and Construction Contracts
The company recognizes engineering and construction
contract revenues using the percentage-of-completion
method, based primarily on contract costs incurred to
date compared with total estimated contract costs. Cus
tomer-furnished materials, labor and equipment, and in
certain cases subcontractor materials, labor and equip
ment, are included in revenues and cost of revenues
when management believes that the company is respon
sible for the ultimate acceptability of the project. Con
tracts are segmented between types of services, such as
engineering and construction, and accordingly, gross
margin related to each activity is recognized as those
separate services are rendered. Changes to total esti
mated contract costs or losses, if any, are recognized in
the period in which they are determined. Revenues rec
ognized in excess of amounts billed are classified as cur
rent assets under contract work in progress. Amounts re
ceived from clients in excess of revenues recognized to
date are classified as current liabilities under advance
billings on contracts. The company anticipates that sub
stantially all incurred costs associated with contract work
in progress at October 31, 1996 will be billed and col
lected in 1997.

1 (In Part): Major Accounting Policies
Long-Term Equipment and Construction Revenue
Revenues from equipment sale contracts are recorded
primarily using the percentage-of-completion method.
Under this method, the equipment and services segment
recognizes revenues based primarily on labor costs in
curred to date compared with total estimated labor costs.
The environmental and energy segment recognizes
revenues based primarily on contract costs incurred to
date compared with total estimated contract costs.
Changes to total estimated labor contract costs and an
ticipated losses, if any, are recognized in the period de
termined.
CRANE CO. (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Accounting Policies (In Part)
Revenue Recognition—Revenues are recorded gener
ally when title passes to the customer. Revenues on
long-term contracts are recognized under the percent
age-of-completion method of accounting and are meas
ured principally on either a cost-to-cost or a unit-of-deliv
ery basis. These contracts represented less than one
percent of sales in 1996. Accounts receivable included
unreimbursed costs and accrued profits to be billed of
$3,470,000 and $1,943,000 at December 31, 1996 and
1995, respectively.

JACOBS ENGINEERING GROUP INC. (SEP)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
1 (In Part): Accounting Policies
Revenue Accounting for Contracts
In general, the Company recognizes revenues at the
time services are performed. On cost-reimbursable con
tracts, revenue is recognized as costs are incurred, and
includes applicable fees earned through the date serv
ices are provided. On fixed-price contracts, revenues are
recorded using the percentage-of-completion method of
accounting by relating contract costs incurred to date to
total estimated contract costs at completion. Contract
costs include both direct and indirect costs. Contract
losses are provided for in their entirety in the period they
become known, without regard to the percentage-ofcompletion.
Some of the Company’s contracts with the U S. federal
government, as well as certain contracts with commercial
clients, provide that contract costs (including indirect
costs) are subject to audit and adjustment. For all such
contracts, revenues have been recorded based upon
those amounts expected to be realized upon final settle
ment.

394

Section 3: In co m e S tatem en t

As is common in the industry, the Company executes
certain contracts jointly with third parties through partner
ships and joint ventures. For certain of these contracts,
the Company recognizes its proportionate share of ven
ture revenues, costs and operating income in its consoli
dated statements of income.
When the Company is responsible for the procurement
of materials, equipment, or subcontracts, it includes such
amounts in both revenues and costs. The approximate
amount of such costs included in revenues for each of
the years ended September 30, 1996, 1995, and 1994
was $1,019,499,500, $1,001,277,400 and $629,001,500,
respectively.
JOHNSON CONTROLS, INC. (SEP)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Summary of Significant Accounting Policies (In Part)
Long-Term Contracts:
Under the percentage-of-completion method of account
ing used for long-term contracts, sales and gross profit
are recognized as work is performed based on the rela
tionship between actual costs incurred and total esti
mated costs at completion. Sales and gross profit are ad
justed prospectively for revisions in estimated total
contract costs and contract values. Estimated losses are
recorded when identified. Claims against customers are
recognized as revenue upon settlement. The amount of
accounts receivable due after one year is not significant.
SEQUA CORPORATION (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 1 (In Part): Summary of Significant Accounting
Policies
Revenue Recognition
Generally, sales are recorded when products are
shipped or services are rendered. Long-term contracts
are accounted for under the percentage-of-completion
method whereby sales are primarily recognized based
upon costs incurred as a percentage of estimated total
costs, and gross profits are recognized under a more
conservative “efforts-expended” method primarily based
upon direct labor costs incurred as a percentage of esti
mated total direct labor costs. Changes in estimates for
sales, costs and gross profits are recognized in the pe
riod in which they are determinable using the cumulative
catch-up method. Any anticipated losses on contracts
are charged to current operations as soon as they are
determinable.

THIOKOL CORPORATION (JUN)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 1 (In Part): Significant Accounting Policies
Revenue Recognition Under Long-Term Contracts:
Space and defense systems sales encompass propul
sion and ordnance products and services performed
principally under contracts and subcontracts with various
United States Government (government) agencies and
aerospace prime contractors. Sales under cost-type con
tracts are recognized as costs are incurred and Include a
portion of the total estimated earnings to be realized In
the ratio that costs incurred relate to estimated total
costs. Sales under fixed-price-type contracts are recog
nized generally on the percentage of completion method,
when deliveries are made or upon completion of speci
fied tasks. Cost or performance incentives are Incorpo
rated into certain contracts and are generally recognized
when awards are earned, or when realization is reason
ably assured and amounts can be estimated. Adjust
ments in estimates, which can affect both revenues and
earnings, are made in the period in which the information
necessary to make the adjustment becomes available.
Provisions for estimated losses on contracts are re
corded when identified.
ZURN INDUSTRIES, INC. (MAR)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Significant Accounting Policies (In Part)
Engineering And Construction Contracts. Revenue and
costs on long-term contracts are recognized by the costto-cost percentage-of-completion method, commencing
when progress is sufficient to determine earnings with
reasonable accuracy, based on estimates of total sales
value and cost at completion. Earnings adjustments aris
ing from changes in estimates are recognized currently.
Estimated losses are recorded when identified.
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D iscontinued O perations

Business Segment Disposals

DISCONTINUED OPERATIONS

CHOCK FULL O’NUTS CORPORATION (JUL)

Paragraph 8 of APB Opinion No. 30 states:
Discontinued Operations of a Segment of a Busi
ness. For purposes of this Opinion, the term discon
tinued operations refers to the operations of a
segment of a business as defined in paragraph 13
that has been sold, abandoned, spun off, or other
wise disposed of or, although still operating, is the
subject of a formal plan for disposal (see paragraph
14). The Board concludes that the results of continu
ing operations should be reported separately from
discontinued operations and that any gain or loss
from disposal of a segment of a business (deter
mined in accordance with paragraphs 15 and 16)
should be reported in conjunction with the related re
sults of discontinued operations and not as an ex
traordinary item. Accordingly, operations of a
segment that has been or will be discontinued
should be reported separately as a component of in
come before extraordinary items and the cumulative
effect of accounting changes (if applicable) in the fol
lowing manner:
Income from continuing operations
before income taxes
$XXX
Provision for income taxes
XXX
Income from continuing operations
Discontinued operations (Note—):
Income (loss) from operations of
discontinued Division X (less
applicable income taxes of $—) $XXX
Loss on disposal of Division X,
including provision of $— for
operating losses during phaseout
period (less applicable income
taxes of $—)
XXX
Net income

$XXX

XXX
$XXX

Amounts of income taxes applicable to the results of
discontinued operations and the gain or loss from
disposal of the segment should be disclosed on the
face of the income statement or in related notes.
Revenues applicable to the discontinued operations
should be separately disclosed in the related notes.
An AiCPA Accounting Interpretation published in the
November 1973 issue of the Journal of Accountancy pro
vides illustrations of transactions which should and
should not be accounted for as business segment dis
posals. These examples are reprinted in Section 113 of
FASB Accounting Standards—Current Text.
In 1996, 54 survey companies discontinued or planned
to discontinue the operations of a business segment. Ex
amples of discontinued operations accounted for as a
disposal of a business segment follow.

1996

1995

1994

Income from continuing
operations
$4,631,365 $6,737,977 $8,242,852
Discontinued operations—
Note 4:
Loss from operations, net of
income tax credits of
$1,073,000, $1,009,000
(1,757,044) (1,874,689) (358,538)
and $193,000
Loss on disposition, net of
deferred income tax
(4,410,000)
credit of $2,590,000
(6,167,044) (1,874,689)
Net (loss)/income

(358,538)

$(1,535,679) $4,863,288 $7,884,314

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 4. Discontinued Operations
In October 1996, the Company’s Board of Directors
adopted a plan to discontinue operations of the Chock
Cafes. Accordingly, the operating results of the Chock
Cafe operations, including provisions for estimated lease
termination costs, employee benefits and losses during
the phase-out period of approximately $1,800,000 and a
write off of leasehold improvements and equipment and
deferred charges of approximately $5,200,000 have
been segregated from continuing operations and re
ported as a separate line item on the statement of opera
tions.
The Company has restated its prior financial state
ments to present the operating results of the Chock Ca
fes as a discontinued operation. The assets and
liabilities of such operations at July 31, 1995 have been
reflected as a net non-current asset based substantially
on the original classification of such assets and liabilities.
Operating results (exclusive of any corporate charges
or interest expense and the aforementioned provisions)
from discontinued operations are as follows:
1995

1994

$3,783,397 $2,236,855
Net sales
Costs and expenses:
Cost of sales
5,903,142 4,184,197
Selling, general and
705,197
710,299
administrative expenses

$127,043

1996

6,613,441
Operating (loss)
Other deductions
(Loss) before income
taxes
Income tax credits
(Loss) from operations

4,889,394

(2,830,044) (2,652,539)
231,150

426,454
252,127
678,581
(551,538)

(2,830,044) (2,883,689) (551,538)
(1,073,000) (1,009,000) (193,000)
$(1,757,044) $(1,874,689) $(358,538)
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THE DUN & BRADSTREET CORPORATION (DEC)
Dollar amounts in millions
Income from Continuing
Operations before Provision
for Income Taxes
Provision for Income Taxes
Income (Loss) from Continuing
Operations
Discontinued Operations:
Income from Discontinued
Operations, Net of Income
Taxes of $155.9, $9.7 and
$58.4 for 1996,1995 and
1994, respectively
Loss on Disposal, Net of
Income Tax Benefit of
$62.4 for 1996
Income (Loss) from
Discontinued Operations
Net Income (Loss)

1996

1995

1994

$126.4
153.7

$330.6
113.1

$559.9
191.3

(27.3)

217.5

368.6

141.1

103.3

260.9

(17.1)

103.3

260.9

$ (44.4)

$320.8

$629.5

(158.2)

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Tabulardollaramounts in millions
Note 1. (In Part): Summary of Significant Accounting
Policies
Principles of Consolidation. The consolidated financial
statements include those of The Dun & Bradstreet Cor
poration (the “Company”), its subsidiaries and partner
ships in which the Company has a controlling interest. In
vestments in companies over which the Company has
significant influence but not a controlling interest are car
ried on the equity basis. The effects of all significant in
tercompany transactions have been eliminated.
The financial statements of subsidiaries outside the
United States and Canada reflect a fiscal year ending
November 30 to facilitate timely reporting of the Com
pany’s consolidated financial results.
As discussed more thoroughly in Note 2, Cognizant
Corporation (“Cognizant”), ACNielsen Corporation (“ACNielsen”), Dun & Bradstreet Software (“DBS”) and NCH
Promotional Services (“NCH”) are presented as discon
tinued operations.
Note 2. (In Part): Reorganization and Discontinued
Operations
On November 1, 1996, the Company reorganized into
three publicly traded independent companies by spinning
off through a tax-free distribution two of its businesses to
shareholders (the “Distribution”). The Distribution re
sulted in the following three companies; 1) The Dun &
Bradstreet Corporation, consisting of Dun & Bradstreet,
the operating company (“D&B”), Moody’s Investors Serv
ice and Reuben H. Donnelley (“RHD”); 2) ACNielsen;
and 3) Cognizant, consisting of IMS International, Inc.
(“IMS”), Gartner Group, Nielsen Media Research, Pilot
Software, Cognizant Technology Solutions Corporation,
Cognizant Enterprises and Erisco. In connection with the
reorganization, DBS and NCH were sold. On October 10,

1996, following receipt of a ruling from the Internal Reve
nue Service that the transaction would be tax-free to the
Company and its U.S. shareholders, the Company’s
Board of Directors declared a dividend distribution to
shareholders of record on October 21, 1996, consisting
of one share of Cognizant common stock for each share
of the Company’s common stock and one share of AC
Neilsen common stock for every three shares of the
Company’s common stock held on such record date. The
Distribution was effected on November 1, 1996. These
transactions resulted in a noncash dividend which re
duced shareholders’ equity by $1,240.9 million.
For purposes of governing certain of the on-going rela
tionships among the Company, Cognizant and ACNiel
sen, the three new companies entered into various
agreements, including a Distribution Agreement, Tax Al
location Agreement, Employee Benefits Agreement, In
demnity and Joint Defense Agreement, Intellectual
Property Agreement, Shared Transaction Services
Agreement, Data Services Agreement and a Transaction
Services Agreement. These agreements set forth the
principles to be applied in allocating certain related costs
and specified portions of contingent liabilities to be
shared if certain amounts are exceeded.
Pursuant to Accounting Principles Board Opinion
(“APB”) No. 30, “Reporting the Results of Operations-Re
porting the Effects of Disposal of a Segment of a Busi
ness, and Extraordinary, Unusual and Infrequently
Occurring Events and Transactions,” the consolidated fi
nancial statements of the Company have been reclassi
fied to reflect the dispositions of the companies that
comprised the Company’s Marketing Information Serv
ices, Software Services and Other Business Services
business segments. These segments include the compa
nies that made up Cognizant and ACNielsen, along with
DBS and NCH. Accordingly, the revenues, costs and ex
penses, assets and liabilities, and cash flows of Cogni
zant, ACNielsen, DBS and NCH have been excluded
from the respective captions in the Consolidated State
ments of Operations, Consolidated Balance Sheets and
Consolidated Statements of Cash Flows. The net operat
ing results of these entities have been reported, net of
applicable income taxes, as “Income (Loss) from Discon
tinued Operations”; the net assets of these entities have
been reported as “Net Assets of Discontinued Opera
tion”, and the net cash flows of these entities have been
reported as “Net Cash (Used in) Provided by Discontin
ued Operations.”
Summarizeed financial information for the discontinued
operations, were as follows:
For the years ended
December 31
Operating Revenues
Income before Provision
for Income Taxes
Income from Discontinued
Operations, Net of
Income Taxes

1996*

1995

1994

$2,761.6

$3,256.9

$2,770.9

$ 297.0

$ 113.0

$ 319.3

$ 141.1

$ 103.3

$ 260.9

Includes the results of Cognizant, ACNielsen and DBS for the
ten months ended October 31,1996 and the results of NCH for
the full year.
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Discontinued Operations

Aug.31,
1996

Aug. 26,
1995

Receivables
Other current assets

$ 5,707
1,578

$ 6,169
514

Current assets of
discontinued operations

$ 7,285

$ 6,683

Property and equipment
Intangible and other assets

$ 4,858
9,999

$ 3,721
10,350

Long-term assets of
discontinued operations

$14,857

$14,071

$10,134
4,215

$ 2,844
4,000

3,183

3,115

Current liabilities of
discontinued operations

$17,532

$ 9,959

Long-term debt
Other long-term liabilities

_

$ 8,868
131

Long-term liabilities of
discontinued operations

_

$ 8,999

Minority interest in
discontinued operations

$ 2,194

$ 2,071

At December 31,1995
Current Assets
Total Assets

$1,312.7
$3,030.5

Current Liabilities
Total Liabilities

$1,308.6
$1,823.2

Net Assets of Discontinued Operations

$1,207.3

WINNEBAGO INDUSTRIES, INC. (AUG)
(dollars in thousands)

1996

Income from continuing
operations before
cumulative effect of
accounting change
$14,424
Discontinued operations
Income (loss) from operations of
discontinued Cycle-Sat
subsidiary (less applicable
income tax provisions and
(credits) of $261, ($88) and
$0, respectively)
593
Loss on disposal of electronic
component assembly segment
(less applicable income
tax credits of $1,157)
(2,632)
Income before cumulative
effect of accounting change

12,385

1995

$27,918

1994

$16,576

(162)

27,756

869

17,445

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 2: Discontinued Operations - Sale of Cycle -Sat
Subsidiary
The Company owns an 80% interest in Cycle-Sat, Inc.
(Cycle-Sat), a telecommunications service firm that is a
leading distributor of television and radio commercials
using satellite, fiber-optic and digital technologies. On
August 5, 1996 (the measurement date), the Company
adopted a formal plan to sell its Cycle-Sat subsidiary. Ac
cordingly, Cycle-Sat Is accounted for as a discontinued
operation in the accompanying consolidated financial
statements.
Cycle-Sat revenues were $30,327,000, $24,628,000
and $18,955,000 for the fiscal years ended 1996, 1995
and 1994, respectively. The net assets of Cycle-Sat
included in the accompanying consolidated balance
sheets as of August 31, 1996 and August 26, 1995 con
sisted of the following.

(dollars in thousands)

Current maturities of
long-term debt
Notes payable
Accounts payable and
other current liabilities

The net operating activity of Cycle-Sat after the meas
urement date through August 31, 1996 was not signifi
cant.
On September 9, 1996, a letter of understanding was
reached to sell substantially all of the assets of Cycle-Sat
to The WilTech Group, a subsidiary of The Williams
Companies, Inc. The transaction is expected to close
during the first quarter of fiscal 1997.

WITCO CORPORATION (DEC)
1996

1995

1994

Income (Loss) from Continuing
Operations before
Income Taxes
$(325,809)
Income Taxes (Benefit)
(78,635)

$169,140
68,794

$149,792
55,372

100,346

94,420

4,099

12,647

(in thousands of dollars)

Income (Loss) from
(247,174)
Continuing Operations
Income from Discontinued
Operations - Net of Income
taxes of $283, $3,304 and
$7,685
340
Estimated Loss on Disposal Net of Income Tax Benefit
(68,253)
of $43,612
Income (Loss) from
Discontinued Operations
Net Income (Loss)

(67,913)

4,099

12,647

$(315,087)

$104,445

$107,067

398

Section 3; Income Statement

N O T E S TO FIN A N C IA L S TA TE M E N TS

Note 18. Discontinued Operations

amounts expected to be realized on the sale of the re
maining portions of the Lubricants Group. While esti
mates are based on an analysis of the facilities, including
appraisals by investment bankers, there have been lim
ited recent sales of comparable properties to consider in
preparing such valuations. The amounts the Company
will ultimately realize could differ materially in the near
term from the amounts assumed in arriving at the loss
anticipated on disposal of the discontinued operations.

On September 11, 1995, the Company announced its in
tention to divest its Lubricants Group. These operations
are reflected as discontinued operations for all periods
presented in the Company’s Statements of Operations.
Net sales for discontinued operations amounted to
$332,930,000 (1996), $373,363,000 (1995) and
$383,255,000 (1994). During 1996, the Company re
corded an estimated net loss on disposal of
$68,253,000, or $1.20 per common share, associated
with the divestiture of the Lubricants Group. The loss is
based upon events and information which resulted in
management’s revised estimate of the net realizable
value of the Lubricants Group. This revised estimate is
based upon contract negotiations, lower than anticipated
bids for portions of the group and amendments to the
Company’s plan of disposal, including plant closures,
which resulted in a write-down of certain assets and a
provision for associated costs.
On November 1, 1996, the Company sold certain as
sets of its Kendall/Amalie business and certain assets of
its grease and grease gun manufacturing businesses for
approximately $120,689,000, subject to certain pOstclosing adjustments.
The components of net assets of discontinued opera
tions included in the Company’s Consolidated Balance
Sheets at December 31, 1996 and 1995, are as follows:

Income from continuing
operations
$26.0
Discontinued operations (Note 11)
Aerospace and Strategic
Materials
Gain on disposal of business
6.5
National-Oilwell
Income from operations (net of
income taxes of $0.1 in 1995
and $1.0 in 1994)

(thousands of dollars)

Net income

Accounts and notes receivable-net
Inventories
Property, plant and equipment-net
Accounts payable and other
current liabilities
Other assets and liabilities-net

1996

1995

$19,331
10,781
30,756

$61,633
38,378
112,639

(2,000)
872

(39,603)
(2,621)

$59,740

$170,426

Adjustment Of Gain/Loss Reported in Prior
Period
ARMCO INC. (DEC)
(Dollars in millions)

1996

$32.5

1995

1994

$23.5

$65.8

6.3

11.9

$29.8

$77.7

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
11 (In Part): Discontinued Operations

Additional liabilities of the Lubricants Group to be re
tained by the Company as of December 31, 1996,
amounted to $66,634,000 included in the Accounts Pay
able and Other Current Liabilities caption of the Com
pany’s Balance Sheet including $31,438,000 related to
costs accrued for disposition of the business,
$18,611,000 for environmental remediation and compli
ance costs and $16,585,000 for current payables and ac
cruals. Additionally, $45,613,000 is included in the De
ferred Credits and Other Liabilities caption for
environmental remediation and compliance costs.
Under generally accepted accounting principles, a pro
vision for loss on discontinued operations has been in
cluded based on management’s best estimates of the

Aerospace And Strategic Materials
Oregon Metallurgical Corporation (Oremet), formerly
80% owned by Armco, was part of the Aerospace and
Strategic Materials business segment that Armco sold in
1985. Prior to the sale, Armco filed a suit on behalf of
Oremet in the U.S. Claims Court, claiming refunds and
interest on federal and state taxes. Pursuant to the sales
agreement, Armco retained the benefit of its share of any
proceeds of this action, net of taxes imposed on Oremet
and the buyer. In 1988, as a result of a settlement with
the Internal Revenue Service (IRS), Armco recorded a
$15.2 net of tax adjustment to its gain on the sale of this
business segment. In 1996, Armco and Oremet reached
agreement with the IRS that the 1988 refund of taxes
and interest should not itself have been taxable to Oremet, further increasing the net proceeds, and resulting in
Armco recording an additional $6.5 gain on the sale.
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Discontinued Operations

MINNESOTA MINING AND MANUFACTURING
COMPANY (DEC)
(Amounts in millions)
Income from continuing
operations
Discontinued operations
Income from operations of
discontinued businesses,
net of income taxes
Gain (loss) on disposal of
discontinued businesses,
net of income taxes
Net income

1996

1995

1994

$1,516

$1,306

$1,207

43
10

(373)

$1,526

$976

115

$1,322

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Discontinued Operations
In November 1995, the Board of Directors approved a
plan to launch the company’s data storage and imaging
businesses as an independent, publicly owned company
and to discontinue 3M’s audio and video business. In
June 1996, the Board of Directors approved the tax-free
distribution by 3M of the common stock of Imation Corp.
(Imation) as a special dividend of one share of Imation
common stock for every 10 shares of outstanding 3M
common stock held of record as of the close of business
on June 28, 1996. The company recorded the special
dividend of Imation common stock by reducing retained
earnings by $1.008 billion, which represented the carry
ing value of the net assets underlying the common stock
distributed. The company’s consolidated financial state
ments and notes report Imation and the audio and video
business as discontinued operations.
Income from operations of discontinued businesses for
1995 included results through November 30, 1995. In
come from operations of discontinued businesses in
cluded interest expense allocations (based on the ratio
of net assets of discontinued operations to consolidated
net assets plus debt) of $15 million and $17 million in
1995 and 1994, respectively.
The 1995 loss on disposal of $373 million included the
estimated future results of operations through the esti
mated date of the spinoff or closure. Major components
of the loss on disposal Include $300 million of severance
costs and $265 million of asset write-downs, net of de
ferred income taxes of $232 million. The loss on disposal
calculation included $13 million of interest expense. Net
cash provided by discontinued operations in 1995 differs
from the loss from discontinued operations principally
due to two factors—the loss on disposal for which no
cash had been expended at December 31, 1995, and
depreciation. The $10 million 1996 gain on disposal re
flects final adjustments to the company’s 1995 estimated
loss on disposal.

Discontinued Operations
(Millions)

1996

Net sales

$ -

Income before income taxes
and minority interest
Provision for income taxes
Minority interest

1995

1994

$ 2,645

$2,931

59
23
(7)

143
40
(12)

43

115

10

(373)

—

$10

$ (330)

$ 115

1996

1995

—
—

$1,212
456
192
(357)
(95)

-

$1,408

—
—

—

Income from operations,
net of income taxes
Gain (loss) on disposal,
net of income taxes

—

Total discontinued operations.
net of income taxes

Net Assets of Discontinued Operations
(Millions)
Current assets
Property, plant and equipment-net
Other assets
Current liabilities
Other liabilities

$

—
—

Net assets of discontinued operations

$

Proposed Sale Of Segment Terminated
STANDARD COMMERCIAL CORPORATION (MAR)
In thousands

1996

1995

1994

$1,359,450 $1,213,565 $1,042,014
Sales
1,268,937 1,132,100
991,332
Cost of sales
Selling, general and
77,608
80,509
78,731
administrative expenses
9,024
3,612
1,853
Other income-net
12,500
Restructuring charges
Income (loss) before taxes
Income taxes

2,258
6,836

9,980
16,370

(24,437)
5,070

Income (loss) after taxes
Minority interests
Equity in earnings (losses)
of affiliates

(4,578)
(4,795)

(6,390)
(9,634)

(29,507)
(3,765)

(69)

(4,470)

(3,226)

(9,442)

(20,494)

(36,498)

10,050

(10,050)

689

Income (loss) from
continuing operations
Income (loss) from
discontinued operations
(Note 2)
Cumulative effect of
accounting changes
Net income (loss)

—

608

—

(30,544)

23
(35,786)
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

2 (In Part): Discontinued Operations and Restructuring
Charges
a) Discontinued Operations. In fiscal 1995, the Company
entered into an agreement to sell its wool operations.
During the third quarter of fiscal 1996, the proposed sale
was terminated. Accordingly, the results of operations of
the wool business for the prior periods have been reclas
sified from discontinued operations to continuing opera
tions. The estimated loss on disposal of $10.1 million in
1995 was reversed in 1996. The estimated loss was de
termined by deducting the $56 million estimated net as
set value of discontinued wool operations (i.e., sales
price) from the $66.1 million value of net assets held for
sale.
Assets, liabilities, revenues and operating profits for
fiscal years ending 1995 and 1994, the years the wool
operations were reported as discontinued operations,
were as follows:
In thousands
Total assets
Total liabilities
Revenues
Pretax operating income

1995

1994

$294,290
216,326
440,112
10,002

232,265
166,123
346,420
4,446

CHARGES OR CREDITS SHOWN AFTER
INCOME TAX CAPTION
Table 3-16 indicates the nature of charges or credits,
other than extraordinary items, positioned on an income
statement after the caption for income taxes applicable
to income from continuing operations. Examples of
charges or credits shown after the caption for income
taxes applicable to income from continuing operations
follow.

TABLE 3-16: CHARGES OR CREDITS SHOWN AFTER
INCOME TAX CAPTION
Number of Companies
1996 1995 1994 1993

Minority interest..........................
Equity in earnings or losses

87

75

66

5
9

25
4

81
8

216
13

Cumulative effect of accounting
change ............................. . . . .
Other.................................. . . . .
AVON PRODUCTS, INC. (DEC)
1996

1995

1994

$510.4
191.4

$465.0
176.4

$433.8
163.5

Income from continuing
operations before minority
interest and cumulative
effect of accounting changes
Minority interest

319.0
(1.1)

288.6
(2.5)

270.3
(5.5)

Income from continuing
operations before
cumulative effect of
accounting changes

317.9

286.1

264.8

In millions
b) Restructuring Charges. As a result of the termination
of the sale of the wool operations, the Company imple
mented a reorganization plan for its nontobacco busi
nesses and determined that a pretax restructuring
charge of $12.5 million ($11.0 million after-tax) was ap
propriate. The costs include $3.6 million for the impair
ment of goodwill (determined by third-party negotiations);
$2.8 million for export incentive allowances; $2.1 million
for plant closure; and $2.5 million for expenses related to
the wool sale and other miscellaneous restructuring
costs. It is currently anticipated that substantially all in
curred but unpaid amounts ($3.5 million at March 31,
1996) will be expended during fiscal 1997.

86

Income from continuing
operations before taxes,
minority interest and
cumulative effect of
accounting changes
Income taxes

4 01

Charges O r Credits Shown After Income Tax Caption

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

CLARCOR INC. (NOV)
(Dollars in thousands)

Earnings before income taxes,
equity in net earnings of
affiliate, minority interests,
and cumulative effect of
change in accounting
method
$40,019
Provision for income taxes
14,896
Earnings before equity in
net earnings of affiliate,
minority interests, and
cumulative effect of change
in accounting method
25,123
—
Equity in net earnings of affiliate
Minority interests in earnings
(145)
of subsidiaries
Earnings before cumulative
effect of change in
accounting method

1995

1996

24,978

1994

$34,207
12,182

$31,603
11,935

22,025
—

19,668
959

(71)

(2)

21,954

20,625

FLEETWOOD ENTERPRISES, INC. (APR)
Amounts in thousands

1995

1994

$127,447
(52,254)

$99,516
(40,717)

805

1,254

75,998

60,053

1996

Income from continuing
operations before provision
for income taxes, minority
interest and cumulative effect
of accounting change
$110,993
Provision for income taxes
(41,543)
Minority interest in net loss
of subsidiary
451
Income from continuing
operations before cumulative
effect of accounting change 69,901

Note O. Preferred Securities of Trust
On July 6, 1995, BFGoodrich Capital, a wholly owned
Delaware statutory business trust (the “Trust”) which is
consolidated by the Company, received $122.5 million,
net of the underwriting commission, from the issuance of
8.3 percent Cumulative Quarterly Income Preferred Se
curities, Series A (QUIPS). The trust invested the pro
ceeds in 8.3 percent Junior Subordinated Debentures,
Series A, Due 2025 (“Junior Subordinated Debentures”)
issued by the Company, which represent approximately
97 percent of the total assets of the Trust. The Company
used the proceeds from the Junior Subordinated Deben
tures primarily to redeem all of the outstanding shares of
the $3.50 Cumulative Convertible Preferred Stock, Se
ries D. The QUIPS have a liquidation value of $25 per
Preferred Security, mature in 2025 and are subject to
mandatory redemption upon repayment of the Junior
Subordinated Debentures. The Company has the option
at any time on or after July 6, 2000, to redeem, in whole
or in part, the Junior Subordinated Debentures with the
proceeds from the issuance and sale of the Company’s
common stock within two years preceding the date fixed
for redemption. The Company has unconditionally guar
anteed all distributions required to be made by the Trust,
but only to the extent the Trust has funds legally avail
able for such distributions. The only source of funds for
the Trust to make distributions to preferred security hold
ers is the payment by the Company of interest on the
Junior Subordinated Debentures. The Company has the
right to defer such interest payments for up to five years.
If the Company defers any interest payments, the Com
pany may not, among other things, pay any dividends on
its capital stock until all interest in arrears is paid to the
Trust.
TYSON FOODS, INC. (SEP)
1996

1995

1994

Income Before Taxes on
Income and Minority
$132.6
Interest
49.0
Provision for Income Taxes
Minority Interest in Net Loss of
3.3
Consolidated Subsidiary

$343.6
131.0

$118.6
120.7

$86.9

$219.2

(In millions)
THE BFGOODRICH COMPANY (DEC)
1996

1995

1994

Income from continuing
operations before income
taxes and Trust distributions $178.1
Income tax expense
(61.4)
Distributions on Trust preferred
securities
(10.5)

$180.5
(65.1)

$93.9
(35.7)

(Dollars in millions)

Income From Continuing
Operations

106.2

(5.1)
110.3

—

58.2

Net Income (Loss)

6.6
$(2.1)
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EXTRAORDINARY ITEMS

Debt Extinguishments

APB Opinion No. 30 defines extraordinary items as
“events and transactions that are distinguished by their
unusual nature and by the infrequency of their occur
rence,” and states that an event or transaction “should
be presumed to be an ordinary and usual activity of the
reporting entity, the effects of which should be included
in income from operations, unless the evidence clearly
supports its classification as an extraordinary item as de
fined in this Opinion.” Opinion No. 30 and the AICPA Ac
counting Interpretation published in the November 1973
issue of the Journal of Accountancy illustrate events and
transactions which should and should not be classified
as extraordinary items. These examples are reprinted in
Section 117 of FASB Accounting Standards—Current
Text. Statement of Financial Accounting Standards No. 4
specifies that material debt extinguishment gains and
losses be classified as extraordinary items.
Table 3-17 shows the nature of items classified as ex
traordinary by the survey companies. As shown in Table
3-17, practically all of the transactions classified as an
extraordinary item in 1996 by the survey companies
were debt extinguishments—2 at a gain, 58 at a loss.
APB Opinion No. 11, which has been superseded by
SFAS No. 109 effective for fiscal years beginning after
December 15, 1992, specified that realized loss carryfor
wards be reported as extraordinary items. SFAS No. 109
requires that realized loss carryforwards be classified as
a component of income tax expense.
Examples of extraordinary items follow.

BROWNING-FERRIS INDUSTRIES, INC. (SEP)

Income (loss) before
extraordinary item
$ (89,172)
Extraordinary item - loss on
redemption of debt, net of
income tax benefit of
$4,467, $- and $2,833
12,159
Net income (loss)

$(101,331)

1995

1994

$384,561

$283,973

5,263
$384,561

$278,710

NOTES TO CONSOLIDATED FINANCIAL STATEMEN TS
10. Convertible Subordinated DebenturesOn January 2, 1996, the Company announced that its
$400 million 6¾ % Convertible Subordinated Debentures
due 2005 and its $345 million 6¼ % Convertible Subordi
nated Debentures due 2012 (“the Debentures”) were be
ing called for redemption. The redemption, which oc
curred on February 2, 1996, resulted in a one-time
extraordinary charge to the Company’s net income of
$12.2 million, after income taxes, or approximately $.06
per share. The Debentures were refinanced with (i) the
net proceeds from the issuance of $400 million of Senior
Notes issued in January 1996 and (ii) additional commer
cial paper borrowings to be refinanced through other
long-term financings.
EKCO GROUP, INC. (DEC)

TABLE 3-17: EXTRAORDINARY ITEMS
1996

(In thousands)______________1996

1995

1994

1993

Nature

Debt extinguishments.................
Operating loss carryforwards__
Litigation settlements...............
Other ...................................

60
—
—
5

53

59

—
—

Total Extraordinary Items . . .

65

56

—
—
—
59

3

79
9
1
6
95

(Amounts in thousands)

1996

Income (loss) before
extraordinary charges
$(30,966)
Extraordinary charge for
early retirement of debt,
net of tax benefit of $2,139 (3,208)
Net income (loss)

$(34,174)

1995

1994

$8,045

$11,423

$8,045

$11,423

Number of Companies

Presenting extraordinary
items.................................. ...
Not presenting extraordinary
items.....................................

63

55

59

91

537

545

541

509

Total Companies................. ..

600

600

600

600

NOTES TO CONSOLIDATED FINANCIAL STATEMEN TS
5 (In Part): Long-Term Obligations and Other
Long-Term Liabilities
On March 25, 1996, the Company sold $125.0 million of
its 9.25% Senior Notes due 2006 (“Senior Notes”) at a
price of 99.291% of face value in a private offering to in
stitutional investors. Interest on the Senior Notes is pay
able semi-annually on April 1 and October 1 of each
year. The Company used the net proceeds of the Senior
Note offering to (i) repurchase its outstanding 12.70%
Notes due 1998 and 7.0% Convertible Subordinated
Note due 2002 and (ii) to repay substantially all amounts
outstanding under its revolving credit facility.
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Extraordinary Items

The early extinguishment of the 12.7% Notes and 7%
Convertible Subordinated Note resulted in an extraordi
nary charge of $3.2 million consisting of the following;
(Amounts in thousands)
$6,511

Prem ium on 12.70% Notes, due 1998
Discount on prepaym ent o f 7% Convertible
Subordinated Note, due 2002
W rite -o ff of related unamortized financing costs

(3,218)
2,054
6,347
2,139

Extraordinary charge before income tax benefit
Income tax benefit
Net extraordinary charge

$3,208

U N IF I , IN C . ( J U N )

(Amounts in thousands)
Income before
extraordinary item
Extraordinary item (net of
applicable income taxes
o f $3,692)
Net income

1996

1995

1994

$78,377

$116,171

$76,492

$116,171

$76,492

5,898
$72,479

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 4. Extraordinary Charge
During the fourth quarter of the current year, the Com
pany recognized an extraordinary after-tax charge of
$5.9 million or $0.09 per share as a result of the redemp
tion of the $230 million in 6% convertible subordinated
notes due 2002. The notes were redeemed at 103.33%
of principal amount, with accrued interest to the date of
redemption.

Discontinuation Of Regulatory Accounting
THE COASTAL CORPORATION (DEC)
M illions of dollars
Earnings Before Extraordinary
Items
Extraordinary Items— Net Of
Income Taxes
Loss on early extinguishm ent
of debt
Discontinuation of regulatory
accounting
Net Earnings

1996

$500.2

1995

$270.4

$402.6

—

$270.4

Note 13: Extraordinary Items
Discontinuation of Regulatory Accounting
The interstate natural gas pipeline and certain storage
subsidiaries of the Company are subject to the regula
tions and accounting procedures of the FERC, and have
historically followed the reporting and accounting require
ments of FAS 71. FAS 71 provides that rate regulated
enterprises account for and report assets and liabilities
consistent with the economic effect of the way in which
regulators establish rates, if the rates established are de
signed to recover the costs of providing the regulated
service and if the competitive environment makes it rea
sonable to assume that such rates can be charged and
collected. As a result of FERC Order 636 (which unbun
dled pipeline services giving customers more options for
transporting their gas), the effect of discounted rates,
and new competitive developments on the horizon, the
Company has concluded that the competitive environ
ment for these subsidiaries is no longer consistent with
the form of regulation contemplated by FAS 71. Accord
ingly, effective November 1, 1996, these subsidiaries
have ceased to apply the provisions of FAS 71 to their
transactions and balances, which accounting change
has been implemented pursuant to the guidance con
tained in Statement of Financial Accounting Standards
No. 101, “Regulated Enterprises—Accounting for the
Discontinuance of Application of FASB Statement No.
71.” The Company believes this accounting change will
result in financial reporting which better reflects the re
sults of operations in the economic environment in which
these subsidiaries now operate.
This accounting change has resulted in the elimination
from the Consolidated Balance Sheet of the effects of
actions of regulators, which effects have been recog
nized as regulatory assets and liabilities recorded pursu
ant to FAS 71, and the revaluation of certain other
assets. The impact of these changes was a charge to
earnings of $85.6 million, net of related income taxes of
$50.0 million, and is shown as an extraordinary item in
the Statement of Consolidated Operations. The charge
to earnings was noncash and will have no direct effect
on the subsidiaries’ ability to include the underlying de
ferred items in their future rate proceedings or on their
ability to collect the rates set thereby.

1994

$232.6

(12.0)
(85.6)

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

—

$232.6

Early Extinguishment of Debt
In June 1996, the Company retired $400.0 million of
11¾ % Senior Debentures due in 2006. Payment of the
redemption premium and the recognition of deferred
costs related to the Senior Debentures resulted in an ex
traordinary loss of $12.0 million ($.11 per share), net of
related income taxes of $6.5 million.
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EARNINGS PER SHARE

1 (In Part): Basis of Presentation and Significant
Accounting Policies

Paragraph 12 of APB Opinion No. 15 states in part:
12. The Board believes that the significance at
tached by investors and others to earnings per share
data, together with the importance of evaluating the
data in conjunction with the financial statements, re
quires that such data be presented prominently in
the financial statements. The Board has therefore
concluded that earnings per share or net loss per
share data should be shown on the face of the in
come statement. The extent of the data to be pre
sented and the captions used will vary with the
complexity of the company’s capital structure...
Effective for periods ending after December 15, 1997,
Statement of Financial Accounting Standards No. 128
supersedes Opinion No. 15. The reporting and disclo
sure requirements of SFAS No. 128 are stated in para
graphs 36-42.
The examples of earnings per share presentations
which follow conform to the requirements of Opinion
No. 15.
TABLE 3-18: EARNINGS PER SHARE--1996
Additional shares issuable for
Preferred
WarDebt Stock Options rants
Included in prim ary per
share ca lcu la tio n ........................
Included in fu lly diluted per
share ca lcu la tio n ......................... . . .
No d ilu tio n ....................................... . . .
Not d is c lo s e d .................................... . .
No additional shares issuable . . . . .

4

14

302

26

29
25
12
530

44
29
22
491

22
124
137
15

5
5
5
559

Total Companies................. ..

600

600

600

600

ALLIANT TECHSYSTEMS INC. (MAR)
(Amounts in thousands
except per share data)
Net income (loss)
Prim ary and fu lly diluted
earnings (loss) per com m on
and com m on equivalent share:
Continuing operations
Discontinued operations
Cumulative effect of
accounting change
Net income (loss)

1997
$59,159

Earnings Per Share Data—For the fiscal years ended
March 31, 1997, 1996, and 1995, primary and fully di
luted earnings (loss) per share is computed based on
weighted average common and common equivalent
shares outstanding of 13,402,000, 13,431,000, and
10,052,000, respectively. Common stock equivalents are
excluded from the earnings (loss) per share calculation
for fiscal 1995 because the effect would be antidilutive.
Common stock equivalents used in computing earnings
per share relate to stock options which, if exercised,
would have a dilutive effect on earnings per share for fis
cal 1997 and 1996.
In February 1997, the Financial Accounting Standards
Board issued Statement of Financial Accounting Stand
ards (SFAS) No. 128 “Earnings Per Share,” which will re
quire companies to present basic earnings per share
(EPS) and diluted earnings per share, instead of the pri
mary and fully diluted EPS that is currently required. The
new standard requires additional informational disclo
sures, and also makes certain modifications to the cur
rently applicable EPS calculations defined in Accounting
Principles Board No. 15. The new standard is required to
be adopted by all public companies for reporting periods
ending after December 15, 1997, (the Company’s third
quarter of fiscal 1998), and will require restatement of
EPS for all prior periods reported. Under the require
ments of SFAS No. 128, the Company’s EPS would be
as follows:
1997
Basic earnings (loss) per share;
Continuing operations
Discontinued operations
Cumulative effect of
accounting change
Net income (loss)

1996
$47,801

1995
$(74,108)

Diluted earnings per share:
Continuing operations
Discontinued operations
Cumulative effect of
accounting change
Net income (less)

$2.73
1.68

$3.61
(.05)

$(7.27)
.05
(.15)

$4.41

$3.56

$(7.37)

$2.82
1.73

Years Ended March 31
1996
1995

$3.72
(.05)

$(7.27)
.05

—

—

(.15)

$4.55

$3.67

$(7.37)

$2.73
1.68

$3.61
(.05)

$(7.27)
.05

—

—

(.15)

$4.41

$3.56

$(7.37)
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Earnings Per Share

THE BLACK & DECKER CORPORATION (DEC)
(Dollars in Millions
Except Per Share Data)

1996

1995

1994

$220.5

$212.4

$115.8

Net Earnings Per Common and
Common Equivalent Share;
Primary:
Earnings fro m continuing
operations
Earnings from discontinued
operations
Extraordinary loss fro m early
extinguishm ent of debt

$1.64

$2.33

$.93

.77

.44

.44

Prim ary Earnings Per Share

$2.41

$2.42

$1.37

91.3

87.9

84.3

$1.65

$2.29

$.93

.73

.41

.44

Net Earnings Applicable To
Common Shares

Shares Used In Com puting
Prim ary Earnings Per Share
(in M illions)
Assum ing Full Dilution:
Earnings fro m continuing
operations
Earnings fro m discontinued
operations
Extraordinary loss fro m early
extinguishm ent of debt
Fully Diluted Earnings Per Share
Shares Used In Com puting
Fully Diluted Earnings Per
Share (in M illions)

—

—

(.35)

(.33)

—

—

$2.38

$2.37

$1.37

96.3

94.7

84.3

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 1 (In Part): Summary Of Accounting Policies
Net Earnings Per Common and Common
Equivalent Share:
Primary earnings per share are computed by dividing net
earnings, after deducting preferred stock dividends, by
the weighted average number of common shares out
standing during each year plus, for 1996 and 1995, the
incremental shares that would have been outstanding
under certain employee benefit plans and upon the as
sumed exercise of dilutive stock options. For 1994, these
incremental shares were immaterial and, accordingly,
were not considered in the calculation of primary earn
ings per share.
In 1996 and 1995, fully diluted earnings per share
were computed by dividing net earnings by the weighted
average number of common shares outstanding during
the year plus the incremental shares that would have
been outstanding under certain employee benefit plans,
upon the assumed exercise of dilutive stock options,
and, prior to October 1996, upon the assumed conver
sion of the preferred shares. In 1994, conversion of the
preferred shares would have been anti-dilutive and.

therefore, was not considered in the computation of fully
diluted earnings per share. Also, in 1994, the incre
mental shares that would have been outstanding under
certain employee benefit plans and upon the assumed
exercise of dilutive stock options were immaterial and,
accordingly, were not considered in the calculation of
fully diluted earnings per share. As a result, fully diluted
earnings per share for 1994 are not materially different
from primary earnings per share.
As described in Note 15, a total of 6,350,000 shares of
common stock were issued upon conversion of the Cor
poration’s Series B Cumulative Convertible Preferred
Stock (Series B) in October 1996. Those 6,350,000
shares of common stock were reflected in the computa
tion of primary earnings per share through the inclusion
of such shares, from their date of issuance, in the deter
mination of the weighted average number of common
shares outstanding. On a pro forma basis, assuming that
the 6,350,000 shares of common stock had been issued
upon conversion of the shares of Series B stock as of
January 1, 1996, primary earnings per share for the year
ended December 3 1 , 1996, would have been $2.38.
CARPENTER TECHNOLOGY CORPORATION (JUN)
(In thousands,
except per share data)

1996

1995

1994

$60,148

$47,492

$36,250

$3.51

$2.81

$2.28
(.13)

$3.51

$2.81

$2.15

16,677

16,327

16,130

$3.38

$2.70

$2.20
(.12)

Earnings per com m on share

$3.38

$2.70

$2.08

W eighted average com m on
shares outstanding

17,604

17,309

17,086

Net income
Prim ary earnings per
com m on share:
Income before extraordinary
charge
Extraordinary charge
Earnings per com m on share
W eighted average com m on
shares outstanding
Fully-diluted earnings per
com m on share:
Income before extraordinary
charge
Extraordinary charge

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
1 (In Part): Summary of Significant Accounting Policies
Earnings per Common Share—Primary earnings per
common share are computed by dividing net income
(less preferred dividends, net of tax benefits) by the
weighted average number of common shares and com
mon share equivalents outstanding during the period. On
a fully-diluted basis, both net earnings and shares out
standing are adjusted to assume the conversion of the
convertible preferred stock.
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THE INTERLAKE CORPORATION (DEC)

INTERFACE INC. (DEC)
(In thousands, except share data) 1996
Net income applicable to
common shareholders
Primary earnings per
common share
Income before extraordinary
item
Extraordinary loss (net of tax)
Net Income

$24,717

1995
$15,078

1994
$14,706

$ 1.23

$ 1.02
0.19

$ 0.82

$ 1.23

$ 0.83

$ 0.82

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 1 (In Part): Summary of Significant Accounting
Policies

(In thousands except
per share data)
Net Income (Loss)

1996
$55,244

Income (Loss) Per Share of
Common Stock:
Income (Loss) from Continuing
Operations Before
Extraordinary Loss and
Accounting Change
$.24
Discontinued Operations
1.46
Extraordinary Loss
(.01)
Cumulative Effect of
Accounting Change
.05
$1.74
31,670

Net Income (Loss)
Average Shares Outstanding

Earnings Per Common Share and Dividends
Earnings per common share are computed by dividing
net income applicable to common shareholders by the
combined weighted average number of shares of Class
A and Class B Common Stock outstanding during each
year. The redeemable Series A Preferred Stock is not
considered to be a common stock equivalent because at
the date of issuance, the stated dividend rate was
greater than 66⅔ % of the then current average Aa cor
porate bond yield. In computing primary earnings per
share, the preferred stock dividend reduces income ap
plicable to common shareholders. Primary earnings per
share are based upon 20,060,347 shares, 18,254,965
shares and 18,012,722 shares for the years ended 1996,
1995 and 1994, respectively. Fully diluted earnings per
share have not been presented because the differences
are insignificant during 1996 and were antidilutive during
1995 and 1994. For the purposes of computing earnings
per common share and dividends paid per common
share, the Company is treating as treasury stock (and
therefore not outstanding) the shares that are owned by
a wholly owned subsidiary (3,600,000 Class A shares re
corded at cost).
In March 1997, the FASB issued SFAS No. 128,
“Earnings per Share.” The new Standard simplifies the
standards for computing earnings per share and requires
presentation of two new amounts, basic and diluted
earnings per share. The Company will be required to ret
roactively adopt this standard when it reports its operat
ing results for the quarter and year ended December
1997. When the Company presents this information, it
expects to report the following restated amounts for 1996
and 1995:

1995

1994

$765

$(40,751)

$.03
.11
(.11)

$(1.06)
(.79)

$.03
30,520

$(1.85)
22,027

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 1 (In Part): Summary of Significant Accounting
Policies
Computation of Common Share Data—The weighted av
erage number of common shares outstanding used to
compute income (loss) per common share for the 1996,
1995 and 1994 periods was 31,670,000, 30,520,000 and
22,027,000 for the 1996, 1995 and 1994 periods, respec
tively. (The weighted average shares outstanding ex
cludes 7,692,000 shares in the 1994 period related to the
convertible preferred stock because treatment of the pre
ferred stock as if converted would have had an anti-dilu
tive effect.)
RAYCHEM CORPORATION (JUN)
1996

1995

1994

$147,912

$(29,243)

$1,679

Earnings (loss) per
common share:
Income (loss) before
extraordinary item and change
$3.22
in accounting principle
—
Extraordinary item
—
Change in accounting principle

$(0.49)
(0.15)
(0.03)

$0.04
—
—

$3.22

$(0.67)

$0.04

(In thousands except share data)
Net income (loss)

Net income (loss)

Average number of common
shares outstanding
45,908,894 43,538,028 43,290,797

Year Ended
Basic earnings per share:
Income before extraordinary item
Net income
Diluted earnings per share:
Income before extraordinary item
Net income

1996

1995

$1.23
1.23

$1.02
.83

1.22
1.22

1.02
.83

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Summary Of Significant Accounting Policies (In Part)
Earnings (Loss) Per Common Share
Primary earnings per common share is computed by di
viding net income by the weighted average number of

Social Awareness Expenditures

common shares outstanding after giving effect to stock
options considered to be dilutive common stock equiva
lents. Common shares outstanding include issued
shares less shares held in treasury. In the case that fully
diluted earnings per common share is materially different
from primary earnings per common share, fully diluted
earnings per common share is calculated by dividing net
Income by the sum of the weighted average number of
common shares outstanding, dilutive stock options, and
shares Issuable under the company’s Employee Stock
Purchase Plan at the end of the period. Common stock
equivalents would be excluded from both the primary
and fully diluted calculations if a net loss was incurred for
the period as they would be anti-dilutive.

(In millions except per share data) 1996

1995

1994

Net incom e available fo r
com m on stockholders

$889

$776

$175

$1.83

$1.62

$.44

Average shares outstanding
Net income per com m on
share-fully diluted
Before cum ulative effect of
accounting change
Cumulative effect of accounting
change

Average shares outstanding

—

—

(.07)

$1.83

$1.62

$.37

485

480

480

$1.78

$1.57

$.43

—

SOCIAL AWARENESS EXPENDITURES
Certain survey companies disclosed contributions to
charitable organizations, grants to community related ac
tivities, expenditures to aid minority groups or enter
prises, and other forms of social awareness or responsi
bility. Such disclosures of social awareness or
responsibility are almost always made in the annual re
port narrative which is not part of the financial state
ments; accordingly, no attempt was made to tabulate
those disclosures. Examples of such disclosures follow.
GIANT FOOD INC. (FEB)
A GOOD NEIGHBOR

SARA LEE CORPORATION (JUN)

Net income per com m on
share-prim ary
Before cum ulative effect of
accounting change
Cumulative effect of
accounting change
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—

(.07)

$1.78

$1.57

$.36

504

499

498

NOTES TO FINANCIAL STATEMENTS
Summary of Significant Accounting Policies (In Part)
Net income per common share. Primary net income per
common share is based on the average number of com
mon shares outstanding and common share equivalents
and net income reduced for preferred dividends, net of
the tax benefits related to the ESOP convertible pre
ferred stock dividends. The fully diluted net income per
share calculation assumes conversion of the ESOP con
vertible preferred stock into common stock and further
adjusts net income for the additional ESOP compensa
tions expense, net of tax benefits, resulting from the as
sumed replacement of the ESOP convertible preferred
stock dividends with common stock dividends.

For the past 60 years, Giant has operated under the phi
losophy that it is a privilege to be a corporate citizen of
the communities we serve. As such, we have a responsi
bility to give back to the citizens and organizations
whose patronage has made our company strong. Our
commitment to community involvement has enabled Gi
ant to receive numerous accolades and prestigious
awards through the years. More importantly, our Com
pany and Giant associates take great pride in the reali
zation that our efforts are making a positive difference
where we live and work.
Our community-relations programs are carried out by
Giant’s Public Affairs department, which funds numerous
charitable endeavors. In addition, we serve the commu
nity through active involvement on numerous boards of
directors for local, state and national organizations. We
roll up our sleeves to plan, manage and direct many
campaigns which help our communities prosper and
grow. Giant’s corporate contributions program provides
cash and in-kind donations to hundreds of charitable
events and causes every week. While we, of course,
support some of the large, well-known charities, our ef
forts focus on helping lesser-known, non-profit organiza
tions, such as neighborhood schools, churches and
synagogues, youth organizations, civic and environ
mental groups, and cultural projects.
As a food retailer, Giant believes we should take a
leadership role in helping to feed the poor. Every Giant
and Super G store is linked to a local food bank agency
that daily picks up unsaleable, yet edible, perishable
products, such as day-old bread, outdated milk and over
ripe produce. The agencies use these items to prepare
meals for the needy. In addition, Giant annually sponsors
food drives in our stores that provide in excess of one
million pounds of food to the food banks. But we do not
stop at just donating food. Our innovative Checkout Hun
ger program, which enables customers to make a $1, $3
or $5 donation each time they shop, has raised more
than $500,000 for food banks throughout our marketing
areas since 1993.
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Providing resources and valuable experiences to our
youth is also very important to Giant. Our very popular
Apples for the Students PLUS program has provided
over 107,000 free computers and other educational tools
to local elementary and secondary schools since 1989.
Giant has sponsored the It’s Academic television pro
gram for 30 years, and has awarded scholarships of over
$2 million to participating high schools in Washington,
Baltimore, Charlottesville, and Delaware. Other wellknown youth initiatives Giant sponsors include: The
Washington Area Soap Box Derby, NBC4’s Camp 4 Kids
project, WJLA’s City Title Basketball Championships, the
Children’s Concert for the Chesapeake Bay, and the An
nual Back-to-School safety awareness campaign.
The success that these programs have achieved is a
credit to the dedication and enthusiasm of all 25,600 Gi
ant associates. Putting together a major community in
itiative requires the cooperation of various departments,
and of course, support at store level. Giant associates
are also actively involved in local United Way campaigns
and volunteer countless hours of personal time to hun
dreds of worthy causes. The well-deserved image of Gi
ant as a company that cares for its customers and their
communities has been 60 years in the making. We now
welcome the new challenge of building this same excel
lent reputation in our new Northern Territory.
THE GOODYEAR TIRE & RUBBER COMPANY
(DEC)
SOCIAL RESPONSIBILITY
Environmental progress continues
The reduction of solid waste, controlled emissions and
energy usage is the continuing focus of Goodyear’s ac
tivity in manufacturing and conducting business world
wide. The downward trend in all three areas that began
in 1988 continued in 1996. The company established a
computer application to maintain air emission data for
environmental reporting in the United States and Can
ada. The company also continued its proactive approach
to health and safety. At yearend, worldwide injury and ill
ness cases were down 19 percent from 1995.
In addition, energy recovery from scrap tires, a con
cept promoted by the company, grew in 1996. At the
close of 1996, 107 U.S. industrial locations were con
suming tires for process fuel. Another 96 were planning
or conducting test burns. These facilities include cement
kilns, lime kilns, paper and pulp mills, electrical generat
ing plants, an iron foundry and a copper smelter.
In 1996, the reuse/recovery rate for scrap tires
reached an estimated 82 percent of the annual offtake.
Another 8 percent of used tires were retreaded.
Goodyear has directed intense efforts toward the scrap
tire challenge since 1989, when only 10 percent of scrap
tires were being utilized.
Included in company research is the funding of an ex
perimental scrap tire dam near Tucson, Ariz. Such dams
show promise of preventing erosion in the flash floods
through washes in the desert Southwest of the United
States.

Long before it became fashionable to care about the
environment, Goodyear created the Conservation
Awards program to promote and recognize sound con
servation practices among U.S. ranchers and farmers.
This year, the program honored conservators from all 50
states and Puerto Rico.
Lending a hand in the community
In a joint partnership program, volunteers from Goodyear
and a neighboring company in Northeast Ohio built a
house for a Habitat for Humanity project. The two-story,
three-bedroom home was constructed in a new inner city
development in Cleveland’s Bicentennial Village for a
qualifying family. In 1997 the volunteers will join forces
again to build a home in Goodyear’s headquarters city,
Akron.
Goodyear and its associates continued their long and
proud history of supporting the communities in which fa
cilities are located by contributing more than $2 million to
the United Way in the United States alone.
HEWLETT-PACKARD COMPANY (OCT)
CITIZENSHIP
An active, global commitment to social progress
strengthens HP’s ability to compete and is the right way
to conduct business as we approach the 21st century.
During 1996, HP and its employees worked in many
ways to enrich communities, improve the quality of life
and promote economic development around the world.
This year, the company donated approximately $72 mil
lion in cash and equipment.
About 80 percent of this total went to education. Our
emphasis on education took many forms. This year, we
launched a pilot program called “Access the Internet,”
under which we will make grants of HP NetServer PC
servers to enable teachers and students to use the In
ternet and the World Wide Web.
In the United States, we expanded our “hands-on sci
ence” grants to help teachers present science in creative
and stimulating ways. By the end of 1996, this program
involved more than 1,000 teachers and 150,000 students
across the United States.
Educational outreach wasn’t limited to the United
States. For example, at a vocational high school outside
Sao Paulo, Brazil, HP equipment, as well as volunteers
from the local HP office, enabled the school to set up its
first computer lab. The program also provides job experi
ence for students as part-time employees at HP’s Sao
Paulo office.
Our philanthropy efforts in Asia Pacific accelerated
sharply this year. We expanded our involvement in
China, Korea, India, Taiwan and Japan. We made a sig
nificant grant of equipment, courseware and consulting
to help Vietnam’s National Program of Information Tech
nology.
Our focus on the environment starts with rigorous at
tention to our own operations and products. For exam
ple, we evaluate environmental effects at the earliest
stages of our product-generation process in order to con
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serve resources as well as prevent or minimize environ
mental impact. We’re also working with outside suppliers
and partners to develop products and processes that are
environmentally sound. More than 100 of our PCs and
other products have earned the U.S. Environmental Pro
tection Agency’s ENERGY STAR designation for energy
conservation.
POLAROID CORPORATION (DEC)
CORPORATE AND COMMUNITY INITIATIVES
A sharpened focus for the Polaroid Foundation
The Polaroid Foundation, marking its 25th anniversary in
1996, distributed $1.75 million in support of a wide vari
ety of non-profit, community-based organizations. As
they have since the foundation’s inception, employee
volunteer committees reviewed and approved these
grants, often working directly with prospective recipients.
During the year, the foundation refined its direction
and set a new strategy for 1997 implementation. The
foundation will retain its focus on community benefit and
employee involvement while targeting programs that help
disadvantaged children and adults build measurable
skills to improve their quality of life.
The new strategy resulted from a comprehensive as
sessment that included a study of leading corporate fun
ders and grant recipients. Also included were interviews
with employees, community leaders, activists, heads of
non-profit organizations and funding colleagues.
Helping employees to better health.
In keeping with the company’s long-standing commit
ment to employee health and welfare, Polaroid’s medical
department initiated a new Health Risk Assessment Pro
gram in 1996. Every employee had the opportunity to re
ceive an in-depth assessment of health and life expec
tancy based on risk factors and lifestyle. Follow-up
included a personal consultation with a member of the
medical department staff along with recommendations
for lifestyle changes to promote good health.
Also in 1996, the company’s diabetic support group,
one of very few such programs in corporate America, re
ceived national recognition in Diabetes Forecast maga
zine. The group is one among many support and
screening programs sponsored by Polaroid to promote
employee health and encourage efforts to prevent injury
and disease.
As a result of the company’s breast cancer screening
program, for example, 97 percent of Polaroid’s female
employees over age 40 have had a mammogram within
the past two years. In an earlier study, more than 50 per
cent of the company’s male employees above the age of
50 participated in a prostate cancer screening program.
Twelve cases of previously unknown prostate cancer
were discovered.
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Recognition for environmental citizenship
Two 1996 awards provided further recognition of the
company’s efforts concerning environmental responsibil
ity and stewardship, both within its operations and in the
community at-large.
The Environmental Protection Agency Hammer Award
acknowledged Polaroid’s completion of a five-year com
mitment to the agency’s 33/50 Program, established in
1991 to encourage industries to reduce emissions of 17
targeted chemicals. One of the first companies to commit
to the goals of 33/50, Polaroid exceeded the EPA’s 50percent reduction goal for the targeted chemicals.
The company was also a recipient of the Drinking
Water Source Protection Business Award, sponsored by
the EPA and the New England Water Works Association.
This award recognized Polaroid’s continuing voluntary
efforts to protect drinking water supplies and wetlands in
the Neponset River watershed in eastern Massachu
setts.
ROHM AND HAAS COMPANY (DEC)
CORPORATE RESPONSIBILITY
In 1996, Rohm and Haas improved the safety of its op
erations, furthered its commitment to the communities in
which it operates and diminished the size of its footprint
on the world environment. These efforts, and more, fall
under the umbrella of Responsible Care.
Responsible Care is a worldwide initiative which began
more than a decade ago. Every Rohm and Haas facility
is an active part of this global campaign to ensure that
the company meets or exceeds explicit performance
standards.
A Responsible Citizen
One example of innovative progress is taking place in
Geelong, Australia, which has signed an Environmental
Improvement Plan (EIP), a pledge to minimize the envi
ronmental impact of its operations. This EIP was devel
oped with help from local community residents, local
government, Australia’s Environmental
Protection
Authority and the national chemical trade association.
In return for its EIP pledge, the Geelong plant hopes to
receive an “accredited license” from the national environ
mental authorities that will allow more autonomy in man
aging its operations.
Inviting Others to Evaluate Our Practices
For the first time, Rohm and Haas invited outside verifi
ers to conduct a comprehensive review of its safety
health and environmental practices. Two businessesMonomers and Formulation Chemicals-their U.S. plants,
and the company’s headquarters operations were evalu
ated under the Responsible Care Management Systems
Verification (MSV) process overseen by the U.S. Chemi
cal Manufacturers Association. In a closing session, the
evaluating panel praised the company for the integrity of
its processes, and the commitment to the principles of
Responsible Care that was evident at all levels of the or
ganization.
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Employee Health and Safety
Nineteen ninety-six was the safest year ever for Rohm
and Haas employees. The occupational injury and illness
(OII) rate dropped to 1.5, a 24 percent improvement over
1995. In real terms, 58 fewer people were injured during
the year, and employees at 31 facilities worked without
any injury at all. The U.S. improvement in safety was ac
knowledged in 1996 when Rohm and Haas received the
Lammot du Pont Achievement Award from the Chemical
Manufacturers Association.
Pollution Prevention
Six years ago, Rohm and Haas pledged that its U.S. fa
cilities would achieve a 75 percent reduction in air emis
sions by the end of 1996. When the 1996 data is re
ported to the U.S. Environmental Protection Agency
(EPA) in mid-1997, it will be clear that the company has
achieved this goal.
In fact, Rohm and Haas reduced emissions to air,
water and land from its U.S. facilities by 60 percent be
tween 1987 and 1995. During this same period, plant
production rose by more than 60 percent. Early in 1996,
the company earned an “Environmental Champion
Award” from the EPA for achieving more than a 50 per
cent reduction in emissions of a specific group of chemi
cals.
Landfill Remediation
Rohm and Haas again made good progress toward end
ing its involvement in landfills that were closed in the
1960s and 70s. In 1997, the company will complete the
restoration of the Lipari site in Pitman, New Jersey.
Jogging paths and recreational facilities will surround
the lake that was once part of the number-one Superfund
site in the United States. Progress also has been made
at sites in Woodland, New Jersey; Whitmoyer, Pennsyl
vania; and at a company-owned site in Bristol, Pennsyl
vania. Additional information about the financial impact of
environmental remediation can be found on page 28 of
this report.
Outlook
Rohm and Haas will concentrate on additional efforts to
Improve the safety of its workplace, continue environ
mental progress and extend its relationships with local
communities.
For manufacturing facilities, one goal is attaining certi
fication under international standards for environmental
performance. ISO 14001 certification or its equivalent
has already been achieved by two plants in Europe, and
certification is expected early in the year for plants in the
Latin American and Asia-Pacific regions.

SONOCO PRODUCTS COMPANY (DEC)
CORPORATE CITIZENSHIP
“We will take seriously our responsibility to protect the
environment in which we work and live and will conduct
our business in accordance with all legal requirements
and responsibilities using scientific knowledge, technical
innovation and sound environmental management prac
tices.” —Sonoco Environmental Policy
Since 1920, Sonoco has been a leader in recycling,
and today we partner with customers, governments and
communities to identify and implement meaningful envi
ronmental strategies that do more than make people feel
good. They get results.
Sonoco is one of the world’s largest consumers of re
covered paper, collecting nearly two million tons of paper
each year at sites throughout North America and in
Europe and Asia. Nearly all of the paper products manu
factured by the Company use recovered paper as the
primary raw material. More than 60% of the materials
Sonoco uses to produce its products come from recov
ered material.
Reclamation programs are essential to our recycling
efforts, and Sonoco has been very successful in working
with customers and others outside the Company in re
covering a variety of used materials. Such programs are
customized to the customer’s needs and can include pa
per only or multiple recyclables, single or multi-site pick
ups.
Sonoco has programs in place for recycling a wide va
riety of packages from wooden reels to fibre drums, from
fibre and plastic tubes and cores to plastic grocery
sacks.
Seeking to improve energy costs and energy reliability
in our Hartsville paper mill, Sonoco invested more than
$20 million in a new fluidized-bed boiler. This state-ofthe-art boiler, which replaced several older, less efficient
boilers, delivers a number of environmental benefits.
First, its newer control system significantly reduces air
emissions. Second, it converts non-recyclable industrial
waste into steam and electricity, which is used in making
paper. Finally, it reduces the amount of waste material
sent to landfills.
Technology improves processes and packaging, and
Sonoco routinely collaborates with customers to develop
new packaging solutions that use less material without
compromising performance specifications. In 1996,
Sonoco and Lipton introduced an innovative rectangular
paperboard can with a paper bottom for Lipton’s line of
powdered iced tea mixes. Beyond the marketing bene
fits, the can is an environmental winner as well, incorpo
rating 70% recycled material.

Social A w areness Expenditures

In 1996, Sonoco’s environmental efforts were recog
nized when the United States Environmental Protection
Agency (EPA) presented a 33/50 Program Award to the
Company for our accomplishments in this totally volun
tary emissions-reduction effort. Over the past three
years, Sonoco has achieved more than 85% reduction in
these emissions.
In Europe, Sonoco’s Coleford, U.K. converting opera
tion was certified to BS 7750, the United Kingdom’s strin
gent environmental management system standard.
Currently, five other Sonoco European paper and con
verting operations are working toward this designation.
Corporate Contributions/Community Relations.
To maximize the impact of its financial contributions, the
Company utilizes the Sonoco Foundation as the principal
conduit of its corporate giving. Before gifts are made,
each request undergoes a comprehensive evaluation
process. Causes that center around health, education
and welfare take precedence in Sonoco’s contribution
philosophy.
The National Conference Board reports that, nation
wide, corporate giving now averages .7% to .9% of pre
tax earnings. Sonoco is in line with this national average.
Sonoco is proud to have its headquarters in Hartsville,
S.C., where it was founded in 1899. The Company takes
special pride in knowing Hartsville was named an AllAmerica City, one of only 10 cities to earn this designa
tion in 1996. The designation was given to the city for its
efforts at improving housing, community policing and
downtown development. Sonoco joined a host of other
businesses and citizens in Hartsville to support this com
munity-wide effort.
Sonoco encourages its approximately 19,000 team
members worldwide to become active participants in
their communities. Sonoco team members are consis
tently recognized for the volunteer time and talent they
give to youth programs, educational institutions, the arts
and sciences, civic groups and a host of other activities.
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This section reviews the presentation of transactions,
other than net income (loss) for the year, affecting stock
holders’ equity.

RETAINED EARNINGS
PRESENTATION OF CHANGES IN RETAINED
EARNINGS
Paragraph 152 of Statement of Financial Accounting
Standards No. 95 states that a complete set of financial
statements includes a presentation of “results of opera
tions.” Paragraph 7 of Accounting Principles Board Opin
ion No. 9 states that a statement of income and a state
ment of retained earnings “are designed to reflect”
results of operations. As shown in Table 4-1, which sum
marizes the presentation formats used by the survey
companies to present changes in retained earnings,
changes in retained earnings are most frequently pre
sented in a Statement of Stockholders’ Equity. Examples
of statements showing changes in retained earnings are
presented throughout this section.
TABLE 4-1: PRESENTATION OF CHANGES IN
RETAINED EARNINGS
1996
Statement of stockholders’
e q uity...............................................
Separate statem ent of retained
earnings..........................................
Combined statem ent of income
and retained e a rn in g s ................
Schedule in n o te s ............................

1995

1994

1993

Stock purchase rights enable the holders of such
rights to purchase additional equity in a company if an
outside party acquires or tenders for a substantial minor
ity Interest in the subject company. Of the 36 survey
companies issuing stock purchase rights during 1996, 26
companies did so under a plan which replaced a plan
adopted in a prior year.
Examples of distributions to shareholders follow.
TABLE 4-2: DIVIDENDS
Number of Companies
1996 1995 1994 1993
Cash Dividends Paid to Common
Stock Shareholders
Per share am ount disclosed
in retained earnings
s ta te m e n ts ..................................... .
Per share am ount not
disclosed in retained
earnings sta te m e n ts ..................... .

268

276

278

283

178

168

159

161

Total........................................ . 446

444

437

444

49

45

51

Cash Dividends Paid to
Preferred Stock Shareholders
Per share am ount disclosed
in retained earnings
s ta te m e n ts .....................................
Per share am ount not
disclosed in retained
earnings sta te m e n ts .....................

37

89

84

91

87

Total........................................ . 126

133

136

138

..

505

497

488

481

..

32

33

36

45

Dividends Paid by Pooled
Companies...........................

2

3

2

—

..
..

15
48

19
51

23
53

24
50

Stock Dividends.......................

7

11

8

12

Total Companies................... .

600

600

600

600

Dividends in Kind..................... .

16

14

8

11

Stock Purchase Rights...............

36

10

3

4

DIVIDENDS
Table 4-2 shows the nature of distributions made by the
survey companies to their shareholders. Approximately
60% of the survey companies paying cash dividends to
common stock shareholders indicate the per share
amount of such dividends in the statement of retained
earnings: approximately 28% of the survey companies
made a similar disclosure for cash dividends paid to pre
ferred stock shareholders.
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Cash Dividends
ALCO STANDARD CORPORATION (SEP)
C onsolidated Statem ents o f C hanges In Shareholders’ Equity
(In thousands, except per share data)
Series AA Convertible Preferred Stock
Balance, beginning of year
Dividend accretion
Preferred stock conversion

1996

1995

1994

Shares

Am ounts

Shares

Am ounts

Shares

Am ounts

4,025

$201,924
503
(202,427)

4,025

$199,912
2,012

4,025

$197,900
2,012

4,025

$201,924

4,025

$199,912

101,498
11,500

$259,527
293,500

(4,025)

Balance, end of year
Series BB Conversion Preferred Stock
Balance, beginning of year
Issued in public offering

3,877

$290,170
3,877

$290,170

Balance, end of year

3,877

$290,170

3,877

$290,170

116,136

$643,998

112,998

$551,711

8,198
7,596

368,382
285,836
7,197

3,138

87,566
4,721

131,930

$1,305,413

116,136

$643,998

Common Stock
Balance, beginning of year
Issued in public offering
Series AA preferred stock conversion
Mergers, acquisitions and other
Tax benefit relating to stock plans
Balance, end of year

Retained Earnings
Balance, beginning of year
Net income
Cash dividends declared;
Series AA preferred stock, per share: 1996--$ .7 1 9 ;
1995— $ 2 .875; 1994— $ 2 .875
Series BB preferred stock, per share: 1996--$ 5 .0 4 ;
1995— $.938
Common stock, per share: 1996— $.56;
1995— $.52; 1994— $.50
Pooled companies, p rio r to m erger
Series AA preferred stock conversion
Credits (charges) from issuance of
treasury shares and other

(4,104)
2,788
112,998

$659,526
203,672

$781,536
210,741

(2,779)

(11,572)

(19,540)

(3,637)

(70,010)
(177)
(199,108)

(57,267)
(2,159)

$664,910
76,472

(11,572)

(52,222)
(4,916)

(7,027)

1,108

$551,711

(13,146)

Balance, end of year

$701,771

$781,536

$659,526

Foreign Currency Translation Adjustm ent
Balance, beginning of year
Translation adjustm ent
Sale of investm ent in unconsolidated affiliate

$(21,540)
(3,647)

$(22,609)
1,069

$(23,602)
(1,444)
2,437

Balance, end of year

$(25,187)

$(21,540)

$(22,609)

Cost of Common Shares in Treasury
Balance, beginning of year
Purchases
Reissued for:
Exercise of options
Sales to employee stock plans
Mergers, acquisitions and other
Series AA preferred stock conversion
Balance, end of year

(4,726)
(86,084)

148
2,783

$(4,067)
(91,430)

3,616
1,774

(395)
(534)

17,287
23,710

(544)
(2,267)
(2)

16,652
74,067
52

(908)
(2,344)
(1,990)

18,027
47,799
41,888

(819)

33,150
118

$(4,726)

148

$(4,067)

118
2,004

374

$(16,663)

$(64,048)
(47,733)

415

R eta in ed Earnings

BLOUNT INTERNATIONAL, INC.
C onsolidated Statem ents o f R etained Earnings
(Dollars amounts in thousands,
except share data)

1996

1995

1994

$170,595
53,555

$136,283
40,731

$130,371
11,252

224,150

177,014

141,623

Less Cash Dividends Declared
Class A Com m on Stock— $.395
per share in 1996, $.345 per
share in 1995 and $.308 per
share in 1994;
Class B Com m on Stock— $.362
per share in 1996, $.312 per
share in 1995 and $.275 per
share in 1994
8,839

6,419

5,340

$215,311

$170,595

$136,283

Balance at beginning
of period
Net income

Balance at end o f period

OUTBOARD MARINE CORPORATION
Statem ents o f C hanges In C onsolidated
Shareholders’ Investm ent

(In millions)
Balance— September 3 0 , 1993
Net earnings
Dividends declared— 40 cents
per share
Shares issued under stock plans
Translation adjustm ents
Balance— September 3 0 , 1994
Net earnings
Dividends declared— 4 0 cents
per share
Shares issued under stock plans
Translation adjustm ents
Baiance— September 3 0 , 1995
Net loss
Dividends declared— 40 cents
per share
M inim um pension liability
adjustm ent
Shares issued under stock plans
Translation adjustm ents
Balance— September 3 0 , 1996

Capital in
Issued
Excess of
Com m on Stock
Par Value of
Shares
A m ount Com m on Stock

Accumulated
Earnings
Employed in
the Business

M inim um
Pension
Liability
Adjustm ent

20.0

$3.0

$107.4

$65.7

—

—

—

—

48.5

—

—

—
3.3

(7.9)
—

—

—

$110.7

$106.3

—
.2

—

—
—

20.2

$3.0

—

—

—
—
—

—

$(10.8)
—

Treasury
Stock
$(4.4)
—

—

—

—

—
—
—

—

—
—

4.2
$(6.6)

$(4.4)

51.4

—

—

—

(8.0)
—
—

—
—
—

—
—
1.1

—
.8
—

—

—
1.5
—

20.2

$3.0

$112.2

$149.7

—

—

—

—

(7.3)

—

—

—

—

—

—

(8.0)

—

—

—

—
—

—
1.9

—
—

1.3

—

20.2

—

—

Cumulative
Translation
Adjustm ents

$3.0

—
$114.1

$(5.5)

$(3.6)

—

—

(3.1)

—
—

—
—

(3.0)

—

$134.4

$(3.1)

$(8.5)

$(2.3)
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RUDDICK CORPORATION (SEP)
Statem ents o f C onsolidated Incom e and
R etained Earnings
(Dollars In thousands,
except per share data)
Net Income
Retained Earnings at
Beginning of Fiscal Year
Total

1996

1995

1994

42,802

39,267

31,811

262,921

235,219

213,389

305,723

274,486

245,200

Dividends;
Preference— 1994:
$.38 a share
Com m on— 1996: $.26 a
share; 1995: $.25 a share;
1994: $.22 a share

27

12,069

11,565

9,954

12,069

11,565

9,981

$293,654

$262,921

$235,219

Total Dividends
Retained Earnings at
End of Fiscal Year

Stock Dividends
REEDS JEWELERS, INC.
C onsolidated Statem ents o f Shareholders’ E quity

Common
Stock

Additional
Paid-in
Capital

Retained
Earnings

Total

$346,000
—

$3,447,000
—

$14,693,000
3,180,000

$18,486,000
3,180,000

Balance at February 2 8 , 1994
Exercise of stock options fo r
com m on stock
10% stock dividend (Note 7)
Net income fo r 1995

346,000

3,447,000

17,873,000

21,666,000

1,000
35,000
—

47,000
3,912,000
—

(3,947,000)
4,113,000

Balance at February 2 8 , 1995
Exercise of stock options fo r
com m on stock
10% stock dividend (Note 7)
Net income fo r 1996

382,000

7,406,000

18,039,000

2,000
38,000

102,000
3,390,000
—

(3,428,000)
3,212,000

Balance at February 2 8 , 1993
Net incom e fo r 1994

Balance at February 2 9 , 1996

—

$422,000

$10,898,000

—

—

$17,823,000

48,000
—

4,113,000
25,827,000
104,000
—

3,212,000
$29,143,000
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7. Stock Dividend
On May 8, 1995, the Company declared a ten percent
stock dividend to shareholders of record as of May 11,
1995. On June 1, 1995 the Company issued 381,894
shares of common stock in conjunction with this divi
dend. Accordingly, amounts equal to the fair market
value (based on quoted market prices as adjusted) of the
additional shares issued have been charged to retained
earnings and credited to common stock and additional
paid-in capital.
Earnings per common share, weighted average shares
outstanding, and all stock option activity have been re
stated to reflect the ten percent stock dividend.

D ividends-in-K ind
FOXMEYER HEALTH CORPORATION
C onsolidated Statem ents o f Stockholders’ E quity

Common
stock

(In thousands of dollars)
•

•

•

Capital in
excess of
par
value

•

•

•

•

Balance at March 3 1 , 1995
Net loss
Dividend paid in Ben Franklin Retail
Stores, Inc. com m on stock
Dividends declared— Convertible
Preferred— $5.00 per share
Dividends declared— Series A
Preferred— paid in additional stock
Am ortization of discount on Series A
Preferred
Conversion of preferred stock
Net unrealized holding loss on securities
Reduction in additional m inim um
pension liability
Stock options exercised
Other

$ 1 2 0 ,8 3 6

Balance at March 3 1 , 1996

—

M inim um
pension
liability
•

•
$ 2 0 9 ,1 1 0
—

Net
unrealized
holding gain
(loss) on
securities
•

•
$ (75,428)

•
$

—

Treasury
stock

Retained
earnings
•

•

2,374
—

$184,949
(63,661)

•

•

$ (1 3 7 ,6 9 1 )
—

—

—

—

—

(29,709)

—

—

—

—

—

(4,061)

—

—

—

—

—

(15,319)

—

—

—

104

434

—
—
—

—
—

—
—

(2,391)

(1,728)
—
—

—

69
—

10,794
—
—

—
—
—

$120,940

$209,613

$(64,634)

—

—

—
—

—

$

(17)

—
—
(40)
$ 70,431

—

—
3,821
—
$(133,870)
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Note B (In Part): Transactions in Subsidiary Common
Stock
Ben Franklin Retail Stores, Inc.
On July 12, 1995, the Board of Directors of the Corpora
tion approved a plan to distribute a majority of the 67.7%
of Ben Franklin’s common stock which the Corporation
then owned through a dividend of Ben Franklin common
stock to the holders of the Corporation’s common stock.
On September 29, 1995, each shareholder of record of
the Corporation received one share of Ben Franklin com
mon stock for every six shares of the Corporation’s com
mon stock. The dividend of the Ben Franklin common
stock resulted in a charge of $29.7 million to stockhold
ers’ equity. The amount of the dividend was based on
the book value of the shares at the time of the distribu
tion.
On September 29, 1995, as a result of the distribution,
the Corporation’s ownership in Ben Franklin decreased
from 67.7% to 17.4%. However, the Corporation believes
it continues to exercise significant influence over Ben
Franklin’s operating and financial policies and, accord
ingly, accounts for Ben Franklin on an equity basis. Prior
year results of operations have been reclassified to re
flect Ben Franklin’s results on an equity basis. The con
solidated balance sheet at March 31, 1996 includes the
Corporation’s equity investment in Ben Franklin in “In
vestments in affiliates”. In the fourth quarter of 1996,
management determined that there had been a perma
nent impairment of value of its equity Investment In Ben
Franklin primarily as a result of significant operating
losses reported by Ben Franklin in the fourth quarter of
1996. The carrying value of Ben Franklin was reduced by
$3.4 million to recognize the impairment.
The results of operations and financial position of Ben
Franklin are summarized below (in thousands of dollars):
For the three years ended M arch 31,
1996
1995
1994
Operations:
Net sales
Gross pro fit
Income (loss)
before cum ulative
effect of change in
accounting principle
Net income

$374,739
24,505

(2 7 ,063)
(2 7 ,063)

$354,788
37,905

1,558
1,558

$337,933
27,824

(2 ,325)
5,717

March 31,

Balance Sheet:
Current assets
Noncurrent assets
Current liabilities
Noncurrent liabilities
Net w o rth

1996

1995

$132,934
72,294
69,330
103,490
32,408

$154,286
65,187
88,656
71,431
59,386
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MINNESOTA MINING AND MANUFACTURING
COMPANY (DEC)

Discontinued Operations

Consolidated Statement of Changes in
Stockholders’ Equity
(Dollars in millions,
except per share amounts)

1996

1995

1994

Common stock at beginning
and end of year

$296

$296

$296

9,164
1,526

9,039
976

8,500
1,322

(803)

(790)

(744)

(1,008)

_

_

Retained earnings
Balance at beginning of year
Net income
Dividends paid (per share;
1.92, $1.88, $1.76)
Special dividend of Imation
Corp. com m on stock
Effects of stock option and
benefit plans

(123)

(61)

(39)

Balance at end of year

8,756

9,164

9,039

Unearned com pensation— ESOP
Balance at beginning of year
Am ortization

(437)
25

(460)
23

(479)
19

Balance at end of year

(412)

(437)

(460)

(102)
(122)

(163)
61

(331)
168

Cumulative translation— net
Balance at beginning of year
Translation adjustm ents
Adjustm ent fo r Im ation Corp.
special dividend
Balance at end of year

46

—

(178)

(102)

—

(163)

Debt and equity securities,
unrealized gain (loss)— net
Balance at beginning o f year
Fair value adjustm ents

16

(3)

(1)

19

(3)

Balance at end of year

15

16

(3)

(2,053)

(1,975)

(1,474)

(532)

(351)

(689)

Treasury stock, at cost
Balance at beginning of year
Reacquired stock (m illio ns of
shares: 7 .6 ,5 .9 ,1 3 .1 )
Issuances pursuant to stock
option and benefit plans
(m illio ns of shares: 5.7,
4.8, 3.4)

392

273

188

Balance at end of year (m illions
of shares: 55.2, 53.3, 52.2)

(2,193)

(2,053)

(1,975)

Stockholders’ equity— net

$6,284

$6,884

$6,734

In November 1995, the Board of Directors approved a
plan to launch the company’s data storage and imaging
businesses as an independent, publicly owned company
and to discontinue 3M’s audio and video business. In
June 1996, the Board of Directors approved the tax-free
distribution by 3M of the common stock of Imation Corp.
(Imation) as a special dividend of one share of Imation
common stock for every 10 shares of outstanding 3M
common stock held of record as of the close of business
on June 28, 1996. The Company recorded the special
dividend of Imation common stock by reducing retained
earnings by $1,008 billion, which represented the carry
ing value of the net assets underlying the common stock
distributed. The company’s consolidated financial state
ments and notes report Imation and the audio and video
business as discontinued operations.
Income from operations of discontinued businesses for
1995 included results through November 30, 1995. In
come from operations of discontinued businesses in
cluded interest expense allocations (based on the ratio
of net assets of discontinued operations to consolidated
net assets plus debt) of $15 million and $17 million in
1995 and 1994, respectively.
The 1995 loss on disposal of $373 million included the
estimated future results of operations through the esti
mated date of the spin-off or closure. Major components
of the loss on disposal include $300 million of severance
costs and $265 million of asset write-downs, net of de
ferred income taxes of $232 million. The loss on disposal
calculation included $13 million of interest expense. Net
cash provided by discontinued operations in 1995 differs
from the loss from discontinued operations principally
due to two factors—the loss on disposal for which no
cash had been expended at December 31, 1995, and
depreciation. The $10 million 1996 gain on disposal re
flects final adjustments to the company’s 1995 estimated
loss on disposal.
Discontinued Operations

(Millions)
Net sales
Income before income taxes
and m in ority interest
Provision fo r income taxes
M in ority interest
Income fro m operations,
net of income taxes
Gain (loss) on disposal,
net of income taxes
Total discontinued operations,
net of income taxes

1996

1995

1994

$ -

$2,645

$2,931

59
23

—

(7)

143
40
(12)

—

43

115

10

(373)

—

$10

$(330)

$115

—
—
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Net Assets of Discontinued Operations
(M illio ns)

1996

Current assets
Property, plant and equipm ent— net
Other assets
Current liabilities
Other liabilities

$ -

Net assets of discontinued operations

$ -

1995
$1,212
456
192
(357)
(95)

—
—
—

—

$1,408

OLIN CORPORATION
Consolidated Statements of Shareholders’ Equity

Com m on Stock
Shares
Par
Issued
Value

(Dollars in m illions,
except share data)

•

•

•

Balance at
December 3 1 , 1995
Net Income
Dividends Paid;
Common Stock
($1.20 per share)
ESOP Preferred Stock
($5.97 per share)
Issuance of ESOP
Preferred Stock
Redemption of ESOP
Preferred Stock
S pin-o ff of Primex
Technologies, Inc.
Reduction in ESOP
O bligations
Stock Options Exercised
Translation Adjustm ent
Other Transactions
Balance at
December 3 1 , 1996

•

•

49,418,410
—

•

Additional
Paid-In
Capital

•
$49
—

Cumulative
Translation
Adjustm ent

•

•

$398

•
$(4)

—

Preferred Stock
Series A
ESOP
Par Value

Retained
Earnings

•

•

$343
280

•

•

ESOP

•

$—

$77

—

—

•
$(22)
—

(60)
— -

_

_

(4)

_
9

2,343,401

_

2

84

(86)

_
_

(145)

_

_

347,232

1

10

—

—

—
—

—

(5)

93,718
52,202,759

$52

$494

2
$(9)

17

—
—
—
$414

—
—
—

—
—
—

$-

$-

—
—

—
$ (5)

NOTES TO FINANCIAL STATEMENTS
(Dollars in millions, except share data)
Discontinued Operations
On December 31, 1996, the company completed the
spin-off of its Ordnance and Aerospace businesses as
Primex Technologies, Inc. (“Primex”). Under the terms of
the spin-off, the company distributed to its holders of
common stock as of the close of business on December
19, 1996, one Primex common share for every ten
shares of Olin common stock. The spin-off distribution
reduced shareholders’ equity by $145, which represents
the book value of the net assets of Primex as of Decem
ber 31, 1996.

The historical operating results of these businesses
are shown net of tax as discontinued operations in the
consolidated statements of income. Net assets of discon
tinued operations in the consolidated balance sheet in
clude those assets and liabilities attributable to the
Ordnance and Aerospace businesses.

4 21

Retained Earnings

The historical results for the discontinued operations
Include an allocation of the company’s interest expense
based on an assumed debt level providing a debt to
capital ratio similar to that of the company as well as a
level of debt that Primex could maintain on an inde
pendent basis in the future. The allocated debt of $125
represents the amount borrowed by the company under
a credit facility established by the company and as
sumed by Primex prior to the distribution on December
31, 1996. The cash received by the company under this
credit facility will be used to liquidate its existing debt.
The company and Primex have entered into a tax
sharing agreement effectively providing that the com
pany will be responsible for the tax liability of Primex for
the years that Primex was included in the company’s
consolidated income tax returns. Income taxes have
been allocated to Primex based on its pretax income and
calculated on a separate Company basis pursuant to the
requirements of Statement of Financial Accounting
Standards No. 109, “Accounting for Income Taxes”.
Income taxes allocated to Primex were $2, $7, $10 in
1996, 1995 and 1994, respectively.
In addition, the company and Primex have entered into
several other agreements which cover such matters as
technology transfers, transition services, covenants not
to compete and powder and component supplies.
Condensed historical combined balance sheet and in
come statement data of the discontinued operations are
summarized below:

person or group acquiring or attempting to acquire 15
percent or more of the outstanding shares of common
stock. The rights expire on August 19, 2006, unless re
deemed or exchanged by the Company earlier. Rights
granted under a previous plan expired July 1 , 1996.
BRUNSWICK CORPORATION (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
15. Preferred Share Purchase Rights

Stock Purchase Rights

In February 1996, the Board of Directors declared a divi
dend of one Preferred Share Purchase Right (Right) on
each outstanding share of the Company’s common
stock. Under certain conditions, each holder of Rights
may purchase one one-thousandth of a share of a new
series of junior participating preferred stock at an exer
cise price of $85 for each Right held. The Rights expire
on April 1, 2006.
The Rights become exercisable at the earlier of (1) a
public announcement that a person or group acquired or
obtained the right to acquire 15% or more of the Com
pany’s common stock or (2) fifteen days (or such later
time as determined by the Board of Directors) after com
mencement or public announcement of an offer for more
than 15% of the Company’s common stock. After a per
son or group acquires 15% or more of the common stock
of the company, other shareholders may purchase addi
tional shares of the Company at fifty percent of the cur
rent market price. These Rights may cause substantial
ownership dilution to a person or group who attempts to
acquire the Company without approval of the Company’s
Board of Directors.
The Rights, which do not have any voting rights, may
be redeemed by the Company at a price of $.01 per
Right at any time prior to a person’s or group’s acquisi
tion of 15% or more of the Company’s common stock. A
Right also will be issued with each share of the Com
pany’s common stock that becomes outstanding prior to
the time the Rights become exercisable or expire.
In the event that the Company is acquired in a merger
or other business combination transaction, provision will
be made so that each holder of Rights will be entitled to
buy the number of shares of common stock of the surviv
ing Company, which at the time of such transaction
would have a market value of two times the exercise
price of the Rights.

BRIGGS & STRATTON CORPORATION (JUN)

MOSINEE PAPER CORPORATION (DEC)

1996

1995

$374
229
145

$381
98
283

1996

1995

1994

$471
2

$508
21
6

$416
29
12

Combined Balance Sheets
Total assets
Total liabilities
Equity

Combined Statements o f Income
Sales
Operating income
Net income (loss)

(8)

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(9) Shareholder Rights Plan:

9. Preferred Share Purchase Rights Plan

On August 6, 1996, the Board of Directors declared a
dividend distribution of one common stock purchase right
(a “right”) for each share of the Company’s common
stock outstanding on August 19, 1996. Each right would
entitle shareowners to buy one-half of one share of the
Company’s common stock at an exercise price of
$160.00 per full common share, subject to adjustment.
The rights are not currently exercisable, but would be
come exercisable if certain events occurred relating to a

On July 10, 1996, pursuant to the Rights Agreement
dated as of July 1, 1996, the company paid a dividend of
one preferred share purchase right (a “Right”) for each
outstanding share of the company’s common stock. The
Rights replace rights granted to shareholders in 1986
which expired in July, 1996.
In general, the Rights will not become exercisable until
10 days after a public announcement that a person has
acquired 15% of the common stock or 10 business days
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after a person has announced a tender or exchange offer
in which 15% or more of the common stock would be ac
quired. A “person,” for purposes of the Rights, includes a
group of affiliated or associated persons.
Each Right provides that, when exercisable, the holder
may purchase .01 share of Mosinee Series A Junior Par
ticipating Preferred Stock (“Preferred Stock”) at a price of
$100. Each .01 share of Preferred Stock is entitled to a
dividend equal to the dividend paid on a share of com
mon stock (with a minimum of $.05 per quarter) and will
have one vote. In the event that the company is liquida
ted, each .01 share of Preferred Stock would be entitled
to a minimum liquidation preference of $1 and would oth
erwise receive the liquidation payment of a share of com
mon stock. In the event of a merger or other exchange
involving the common stock, the holder of a share of Pre
ferred Stock would receive the same amount as that re
ceived by the holder of a share of common stock.
Once a person has acquired at least 15% of the com
mon stock, a holder may exercise the Rights and re
ceive, in lieu of the Preferred Stock, common stock
having a value equal to 200% of the exercise price of
each Right. If a person has acquired at least 15% of the
common stock and the company is acquired in a merger
or similar transaction or 50% of its assets are acquired,
the holder may exercise the Rights and receive, in lieu of
the Preferred Stock, common stock from the acquiring
company which has a value of twice the exercise price of
the Rights.
The company may redeem the Rights for $.01 per
Right before a person acquires 15% of the common
stock. If a person acquires 15%, but has not yet acquired
50% of the common stock, the company may exchange
one share of common stock for each Right.
The Rights Agreement contains provisions to permit
the Board of Directors to adjust the percentage of stock
to be acquired by a person before the Rights become ex
ercisable and to adjust, among other things, the exercise
price, the redemption price and/or conversion amounts in
the event of stock splits, stock dividends or other events
which affect the number, classes or rights of the common
stock. The Rights will expire on July 10, 2006 unless
they are redeemed or exchanged earlier by the company
as described above or are exercised by shareholders.
The company has reserved 100,000 shares of Preferred
Stock.
THE QUAKER OATS COMPANY (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 11. Shareholder Rights Plan
On May 8, 1996, the Company’s Board of Directors
adopted a new Shareholder Rights Plan to replace the
Shareholder Rights Plan originally adopted in 1986
which expired on July 30, 1996. The Company’s Share
holder Rights Plan is designed to deter coercive or unfair
takeover tactics and to prevent a person or group from
gaining control of the Company without offering a fair
price to all shareholders.
Under the terms of the 1996 Shareholder Rights Plan,
all common shareholders own one “Right” per outstand
ing share of common stock entitling them to purchase

from the Company one one-hundredth of a share of Se
ries C Junior Participating Preferred Stock at an exercise
price of $150. The Rights become exercisable: 10 days
after a public announcement that a person or group has
acquired shares representing 15 percent or more of the
outstanding shares of common stock; or 15 business
days following commencement of a tender offer for 15
percent or more of such outstanding shares of common
stock.
The Company can redeem the Rights for $0.01 per
Right at any time prior to their becoming exercisable.
The Rights will expire on July 31, 2006, unless re
deemed earlier by the Company or exchanged for com
mon stock.
If after the Rights become exercisable the Company is
involved in a merger or other business combination at
any time when there is a holder of 15 percent or more of
the Company’s stock, the Rights will then entitle holders,
upon exercise of the Rights, to receive shares of com
mon stock of the acquiring or surviving company with a
market value equal to twice the exercise price of each
Right. There is an exemption for any issuance of com
mon stock by the Company directly to any person, even
if that person would become the beneficial owner of 15%
or more of the common stock provided that such person
does not acquire any additional shares of common stock.
The Rights described in this paragraph shall not apply to
an acquisition, merger or consolidation which is deter
mined by a majority of the Company’s independent direc
tors, after consulting one or more investment banking
firms, to be fair and otherwise in the best interest of the
Company and its shareholders.
REPUBLIC GROUP INCORPORATED (JUN)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
9 (In Part):
On May 1 6 , 1996, the Board of Directors of the Company
declared a dividend distribution of one Common Stock
Share Purchase Right (the “Right”) on each outstanding
share of its common stock. The Rights replace existing
common stock share purchase rights that expired on
May 16, 1996. The Rights will be exercisable only if a
person or group acquires 15% or more of the Company’s
common stock or announces a tender offer the consum
mation of which would result in ownership by a person or
group of 15% or more of the common stock. Each Right
will entitle stockholders to buy one share of common
stock of the Company at an exercise price of $45.00. If
the Company is acquired in a merger or other business
combination transaction after a person has acquired 15%
or more of the Company’s outstanding common stock,
each Right will entitle its holder to purchase, at the
Right’s then-current exercise price, a number of the ac
quiring company’s common shares having a market
value of twice such price. In addition, if a person or group
acquires 15% or more of the Company’s outstanding
common stock, each Right will entitle its holder (other
than such person or members of such group) to pur
chase at the Right’s then-current exercise price, a num
ber of the Company’s common shares having a market
value of twice such price. The Rights exempt from the
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15% threshold the current ownership which exceeds
such threshold, by Phil Simpson, members of his family,
family trusts and entities controlled by them. Following
the acquisition by a person or group of beneficial owner
ship of 15% or more of the Company’s common stock
and prior to an acquisition of 50% or more of the com
mon stock, the Board of Directors may exchange the
Rights (other than Rights owned by such person or
group), in whole or in part, for shares of common stock at
an exchange ration of one share of common stock per
Right. Prior to the acquisition by a person or group of
beneficial ownership of 15% or more of the Company’s
common stock, the Rights are redeemable for $.01 per
Right at the option of the Board of Directors. The Board
of Directors is also authorized to reduce the 15% thresh
old, referred to above to not less than 10%. The Rights
will expire on May 16, 2006. The Rights distribution is
not taxable to stockholders.

ADJUSTMENTS TO OPENING BALANCE OF
RETAINED EARNINGS

SUN COMPANY, INC. (DEC)

TABLE 4-3: ADJUSTMENTS TO OPENING BALANCE
OF RETAINED EARNINGS

Reasons for which the opening balance of retained earn
ings is properly restated include certain changes in ac
counting principles, changes in reporting entity, and prior
period adjustments. Statement of Financial Accounting
Standards No. 16, as amended by SFAS No. 109, stipu
lates that only corrections of errors are properly ac
counted for as prior period adjustments.
Table 4-3 summarizes the reasons disclosed by the
survey companies as to why the opening balance of re
tained earnings was adjusted. Table 4-3 shows that the
most common reason for an adjustment to the opening
balance of retained earnings during 1996 was a pooling
of interests.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
13 (In Part): Shareholders’ Equity
On February 1, 1996, the Company adopted a share
holder rights plan and designated 1,743,019 shares of its
remaining 2,500,000 authorized cumulative preference
stock as Series B participating cumulative preference
stock. Pursuant to the plan, the Company declared a
dividend of one stock purchase right (“Right”) for each
share of common stock and two Rights for each share of
Series A cumulative preference stock outstanding on
February 12, 1996. A Right will be granted for each
share of common stock issued after such date and prior
to the expiration date of the rights plan. Generally, the
Rights become exercisable a specified period after a
party acquires 15 percent of more of the aggregate out
standing common stock and Series A cumulative prefer
ence stock (collectively, “Voting Stock”) or announces a
tender offer for 15 percent or more of the Voting Stock.
Each Right initially entitles a holder to purchase one onehundredth of a share of the Series B participating cumu
lative preference stock for $100. After a party has ac
quired 15 percent or more of the Voting Stock, each
Right will entitle a holder to pay $100 for the number of
shares of Company common stock (or in certain situ
ations, common stock of the acquiring party) having a
then current market value of $200. Alternatively, the
Company has the option to exchange one share of Com
pany common stock for each Right at any time after a
party has acquired at least 15 percent but less than 50
percent of the Voting Stock. The Company may redeem
each Right for $.01 per Right at any time until the end of
a specified period after a party has acquired 15 percent
or more of the Voting Stock. In general, none of the
benefits of the Rights will be available to a holder of 15
percent or more of the Voting Stock. The Rights will ex
pire on February 12, 2006, unless earlier exchanged or
redeemed.

Number of Companies
1996 1995 1994 1993
Poolings of in te re s ts ..........................
LIFO d is c o n tin u e d ..............................
Income Taxes........................................
Other— D e s c rib e d ..............................

17
2
—
1

19
—
—
1

7
1
8
4

12
5
16
3
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Pooling of Interests
HUGHES SUPPLY, INC.
Consolidated Statements of Shareholders' Equity
(Dollars in thousands, except per share data)

Common Stock
Shares
Am ount

Capital in
Excess of
Par Value

Retained
Earnings

Treasury Stock
Shares
Am ount

Balance, January 2 8 , 1994,
as previously reported
A djustm ent fo r poolings of interests

5,514,727
1,667,200

$5,515
1,667

$15,134
(822)

$83,901
9,153

418,566
—

$(6,484)

Balance, January 2 8 , 1994, as restated

7,181,927

7,182

14,312

93,054

418,566

(6,484)

____

____

____

15,881

____

____

____

____

____

_

—

—

(1,290)
(1,957)

____

—

—

—

____

(16,597)

257

Net income
Cash dividends $.22 per share
Pooled companies
Treasury shares contributed
to employee benefit plan
Conversion of subordinated convertible
debentures into com m on stock
Stock dividend by pooled com pany
Shares issued under stock option plans
Purchase and retirem ent
of com m on shares
Other acquisitions
Balance, January 2 7 , 1995
Net income
Cash dividends $.30 per share
Pooled companies
Stock dividend by pooled com pany
Shares issued under stock option plans
Purchase and retirem ent
of com m on shares
Other acquisitions
Balance, January 2 6 , 1996
Net income
Cash dividends $.38 per share
Pooled companies
Shares issued under stock option
and bonus plans
Issuance of shares in public offering
Purchase and retirem ent
of com m on shares
Other acquisitions
Balance, January 3 1 , 1997

____

243

1,081,146
26,101
—

1,081
26
—

21,670
207
121

(233)
(141)

—

—

(44,341)

687

(8,217)
—

(8)
—

(35)
434

(170)
—

____

____

(248,640)

3,852

8,280,957

8,281

36,952

105,144

____

____

_

—

____

23,206

—
28,710
6,657

—
29
7

—
260
270

(1,971)
(3,330)
(289)
(154)

(19,642)
169,980

(20)
169

(146)
2,712

(354)
—

40,048

8,465,662

8,466

____

____

—

_

____

____

—

—

—

66,314
1,486,989

66
1,487

987
46,706

(14,632)
1,513,965

(15)
1,514

(209)
27,395

11,518,298

$11,518

$114,927

108,988

(1,688)

—

—

____

____

—
—
(86,984)
____

(22,004)

—
—
1,347
____

341

—

—

—

—

(3,712)
(2,918)

____

____

—

—

____

____

____

—

—

—

122,252
32,528

(329)
4,668
$152,489

____

____

—

—

—

$ -
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Dollars in thousands)

Net sales and net income of the separate companies
for the periods preceding the ELASCO, PPSC, Sunbelt
and the Metals Group mergers were as follows:

Note 2 (In Part): Business Combinations
On April 26, 1996, the Company exchanged 490,161
shares of the Company’s common stock for all of the
common stock of Electric Laboratories and Sales Corpo
ration and ELASCO Agency Sales, Inc. (collectively,
“ELASCO”). ELASCO is a wholesale distributor of elec
tric utility supplies and equipment with three outlets in Illi
nois and Ohio. ELASCO was a Subchapter S corporation
for federal income tax purposes and, accordingly, did not
pay U.S. federal income taxes. ELASCO will be included
in the Company’s U.S. federal income tax return effective
April 26, 1996.
On December 11, 1996, the Company exchanged
155,556 shares of the Company’s common stock for all
of the common stock of Panhandle Pipe and Supply Co.,
Inc. (“PPSC”). PPSC is a wholesale distributor of water
and sewer supplies and equipment with one outlet in
West Virginia.
On December 30, 1996, the Company exchanged
483,882 shares of the Company’s common stock for all
of the common stock of Sunbelt Supply Co. (“Sunbelt”).
Sunbelt is a wholesale distributor of industrial valves,
flanges and fittings with nine outlets in Texas, Louisiana,
Virginia and Florida.
On January 24, 1997, the Company exchanged
537,601 shares of the Company’s common stock for all
of the common stock of Metals, Incorporated, Stainless
Tubular Products, Inc. and Metals Inc.—Gulf Coast Divi
sion (collectively, the “Metals Group”). The Metals Group
is a wholesale distributor of stainless steel, high tem
perature and corrosion resistant pipe, bar and flat prod
ucts with three outlets in Oklahoma, Alabama and
Missouri. Metals, Incorporated and Stainless Tubular
Products, Inc. were Subchapter S corporations for fed
eral income tax purposes and accordingly, did not pay
U.S. federal income taxes. They will be included in the
Company’s U.S. federal income tax return effective
January 24, 1997.
The above transactions have been accounted for as
poolings of interests and, accordingly, the consolidated
financial statements for the periods presented have been
restated to include the accounts of ELASCO, PPSC,
Sunbelt and the Metals Group. ELASCO’s, PPSC’s, Sun
belt’s and the Metals Group’s fiscal year ends have been
changed to the last Friday in January to conform to the
Company’s fiscal year end.

Nine m onths ended
October 3 1 , 1996
(unaudited);
Hughes, as
previously reported
PPSC
Sunbelt
Metals Group
Combined
Fiscal year ended
January 2 6 , 1996:
Hughes, as
previously reported
ELASCO
PPSC
Sunbelt
Metals Group
Combined
Fiscal year ended
January 2 7 , 1995:
Hughes, as
previously reported
ELASCO
PPSC
Sunbelt
Metals Group
Combined

Net
Sales

Net
Income

Unaudited
Pro Forma
Net
Income

$1,050,187
7,528
52,705
40,250

$22,011
212
1,179
1,734

$21,874
212
1,179
1,067

$1,150,670

$25,136

$24,332

$1,082,179
44,616
7,740
56,959
50,962

$16,050
2,181
112
921
3,942

$16,050
1,287
112
921
2,379

$1,242,446

$23,206

$20,749

$875,459
35,903
8,489
39,079
35,881

$11,485
2,139
312
430
1,515

$11,485
1,293
312
430
906

$994,811

$15,881

$14,426

Unaudited pro forma net income reflects adjustments to
net income to record an estimated provision for income
taxes for each period presented assuming ELASCO,
Metals, Incorporated and Stainless Tubular Products,
Inc. were tax paying entities.

426

Section 4: S tockholders’ Equity

LIFO Discontinued
ZENITH ELECTRONICS CORPORATION (DEC)
Statements of Consolidated Operations and
Retained Earnings
(In millions)

1996

1995*

1994*

Retained Earnings
Balance at beginning of year
Net income (Loss)

$(184.3)
(178.0)

$ (93.5)
(90.8)

$(79.0)
(14.5)

Retained earnings (deficit)
at end of year

$(362.3)

$(184.3)

$(93.5)

* Restated, see Note Three.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note Three—Accounting Change:
Effective January 1, 1996, the company changed its in
ventory costing method for its picture tube inventories
from LIFO to FIFO. There has been a strategic marketing
shift in the company toward selling more larger-screen
television sets and less smaller-screen sets. The picture
tubes for the smaller-screen television sets are manufac
tured by the company and have been costed using LIFO.
It is expected that the LIFO picture tube inventory pool
will decrease and this decrease would create a LIFO liq
uidation resulting in a poor matching of current costs with
current revenues. As a result, the company believes that
the FIFO method is preferable as it will provide a more
appropriate and consistent matching of costs against
revenues. This change in accounting had no material im
pact on quarterly results and as a result, quarterly infor
mation is not restated.
The effect of the change in accounting principle was to
reduce the net loss reported for 1996 by $2.7 million, or
$.04 per share. The change has been applied to prior
years by retroactively restating the financial statements.
The effect of this restatement was to increase retained
earnings as of January 1, 1994 by $9.1 million. The re
statement increased 1995 net income by $1.6 million, or
$.03 per share, and decreased 1994 net income by $.3
million, or $.01 per share.

427

Retained Earnings

Prior Period Adjustment
EFI ELECTRONICS CORPORATION
Statement of Stockholders’ Equity

Common Stock
Am ount
Shares
Balance at April 1 , 1994
3,199,709
Prior period adjustm ent
(see Note 14)
Acquire treasury stock upon
cancellation of stock sub scrip
tion s and interest receivable
Issue new shares;
Com m on stock issued at
$1.50 per share fo r note
receivable fro m officer

$320

Common
Stock
to be Issued
$

0-

Additional
Paid-in
Capital

Retained
Earnings

$668,664

$5,566,500

Subscriptions,
Treasury Stock
Receivable
$(1,419,464)

$(160,000)

Total

$4,656,020
(153,415)

(153,415)

1,412,915

(1,300,012)

112,903

100,000

10

149,900

Com m on stock issued at
$1.50 per share to officer
fo r reim bursem ent of
expenses

17,384

2

26,392

26,394

Common stock issued at
$1.25 fo r software rights

100,000

10

124,990

125,000

Com m on stock to be
issued fo r settlement
of litigation
(46,875 shares at $1.60)
Com m on stock issued
fo r cash at $1.00

75,000

75,000
150,000

Retire treasury stock

150,000

149,985

15

3,567,093

$357

(37,658)

(3)

Exercise of stock options
at $1.06 per share;
shares removed from
treasury at a cost of
$2.68 per share

$75,000

6,543

$1,120,021

$2,612,508

$(156,549)

159,999

(6,239)

21,784

6,549

Issued treasury stock fo r settle
m ent o f litigation (46,875
shares at $1.60); shares
removed fro m treasury at a
cost o f $2.75 per share

(75,000)

Issued treasury stock fo r cash
(66,667 shares at $1.50);
shares removed from
treasury at a cost of
$2.75 per share

(1,460,012)

(159,996)

Acquire treasury stock upon
cancellation of stock subscrip
tions and interest receivable

183,334

(83,334)

$354

$

-0-

$816,546

15,545

(6,549)

$791,772

100,000
(1,820,736)

(1,820,736)
3,535,978

$2,191,325

128,906

(53,906)

Net loss
Balance at
M arch 3 1 , 1996

(2,800,577)

(2,800,577)

Net loss
Balance at
March 3 1 , 1995

(150,000)

$(150,000)

$(972,538)

$486,134
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

TABLE 4-4: OTHER CHANGES IN RETAINED EARNINGS
Number of Companies
1996 1995 1994 1993

Note 14. Prior Period Adjustment
The Company’s financial statements as of March 31,
1995, have been restated to reflect a liability that existed
for probable product warranty claims related to the Com
pany’s connected equipment and lifetime product war
ranties. The Company’s plug-in products carry a lifetime
product replacement or repair warranty and a warranty
for repair or replacement of connected electronic equip
ment. Catastrophic losses related to these warranties are
covered by the Company’s product liability and errors
and omissions insurance coverages up to a limit of
$6,000,000. However, the Company is potentially liable
for claims up to the deductible amount of $5,000.
The effect of the restatement is as follows:
For the year ended
March 3 1 , 1995

As previously reported

Balance sheet:
Liability fo r custom er
warranty
Retained earnings
Statement of operations:
Benefit fro m income taxes
Net loss
Net loss per com m on and
com m on equivalent share

$

49,571
2,856,923
536,111
(2,709,577)

$

(1.01)

As restated

$

293,986
2,612,508
445,111
(2,800,577)

$

Charges
Purchase o r retirem ent of
capital s to c k ............................ .........
Treasury stock issued fo r
less than c o s t.......................... .........
Translation a d ju s tm e n t............ .........
Unrealized loss on investments .........
Pension liability adjustm ent . . .........
Preferred stock a c c re tio n ___ .........
Other— D e scribe d..................... .........

65

61

51

55

40
24
16
6
4
27

37
8
8
13
5
30

36
12
11
7
5
20

39
15

17
16
13
7
4
28

13
9
17
18
4
25

20
12
4
12
9
13

—

19
6
22

Credits
Tax benefit on dividends
paid to E S O P .......................... .........
Pension liability adjustm ent . . .........
Unrealized gain on investments . . . .
Translation a d ju s tm e n t............ .........
Poolings of in te re s ts ................ .........
Other— D e scribe d..................... .........

21
2
—

5
5
21

Treasury Stock Transactions

(1.04)

C. R. BARD, INC. (DEC)
Additionally, the Statement of Shareholders’ Equity re
flects a decrease in the Company’s retained earnings of
$153,415 as of April 1, 1994.

OTHER CHANGES IN RETAINED EARNINGS
In addition to opening balance adjustments, the retained
earnings account is affected by direct charges and cred
its. The most frequent direct charges to retained earn
ings are net loss for the year, losses on treasury stock
transactions, and cash or stock dividends. The most
common direct credit to retained earnings is net income
for the year. Direct charges and credits—other than net
loss, net income, dividends, and stock splits—are sum
marized in Table 4-4. Examples of such charges and
credits follow.

(Thousands of dollars
except per share amounts)

1996

1995

1994

Balance, beginning of year
Net income
Cash dividends (per share
1996, $.66; 1995, $.62;
1994, $.58)
Excess of cost over par value
of treasury stock retired
(1996— 813,700 shares,
1995— 75,000 shares and
1994— 350,000 shares)
A djustm ent to give effect to
change in reporting period
fo r MedChem

$478,900
92,500

$427,300
86,800

$392,800
75,600

Balance, end of year

$506,700

(37,700)

(33,100)

(30,100)

(27,000)

(2,100)

(8,900)

—

—

$478,900

(2,100)
$427,300

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
7 (In Part): Shareholders’ Investment
For shares purchased by the company, common stock is
charged for the par value of the shares retired and re
tained earnings is charged for the excess of the cost
over the par value of shares retired.
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BASSETT FURNITURE INDUSTRIES,
INCORPORATED
Consolidated Statement of Stockholders’ Equity
Common Stock
Shares
A m ount

Additional
Capital

$72,241,005

$422,784

Balance, December 1 , 1993
Net income
Cash dividends
Purchase and retirem ent of Com m on Stock
Recognition of unrealized holding gains

14,448,201

Balance, November 3 0 , 1994
Net income
Cash dividends
Purchase and retirem ent of Com m on Stock
Issuance of Common Stock to non-em ployee directors
Net change in unrealized holding gains

14,086,815

Balance, November 3 0 , 1995
Net income
Cash dividends
Purchase and retirem ent of Com m on Stock
Issuance of Com m on Stock to non-em ployee directors
Net change in unrealized holding gains

13,658,953

Balance, November 3 0 , 1996

13,075,595

—

—

—

—

—

—

(361,386)
—

(1,806,930)
—

(422,784)
—
-0-

70,434,075

—

—

—

—

—

—

(429,701)
1,839
—

(39,538)
39,538
—

(2,148,505)
9,195
—

-0-

68,294,765

—

—

—

—

—

—

(584,343)
985
—

(20,439)
20,439
—

(2,921,715)
4,925
—
$65,377,975

$

-0-

Retained
Earnings
$216,211,676
24,466,204
(11,411,357)
(7,316,706)
—
221,949,817
22,902,786
(11,196,755)
(7,937,144)
—

—
225,718,704
18,501,480
(10,625,730)
(11,177,327)
—

—
$222,417,127

Unrealized
Holding Gains
$

-0—
—

—
2,809,000
2,809,000
—

—
—
—

2,081,000
4,890,000
—
—

—
—
(1,204,000)
$3,686,000
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RAYCHEM CORPORATION
Consolidated Statement of Stockholders’ Equity

Notes
Receivable
from Sale
of Stock

Availablefor-Sale
Marketable
SecuritiesUnrealized
Gain

Common
Stock

Additional
Contributed
Capital

Retained
Earnings

Currency
Translation

Balance June 3 0 , 1993

$41,875

$321,512

$331,850

$(5,100)

Net income
Common Stock issued
(1,131,013 shares)
Cash dividends
($0.32 per share
of Common Stock)
Currency translation
Repayments of
notes receivable

—

—

1,679

—

—

—

—

1,679

1,131

33,148

—

—

—

(208)

—

34,071

—
—

—
—

(13,624)
—

—
21,177

—
—

—
—

—
—

(13,624)
21,177

—

117

—

(In thousands
except share data)

Balance June 3 0 , 1994
Net loss
Common Stock issued
(891,490 shares)
Cash dividends ($0.32 per
share of Common Stock)
Currency translation
Treasury Stock purchased
(700,000 shares), net of
issuances (473,360 shares)
Repayments of
notes receivable

—

—

—

—

43,006

354,660

319,905

16,077

—

—

891

25,467

—

—

—

—

—

(29,243)
—

Treasury
Stock
$

-

—

—

—

—

—

—

$(633)

(724)
—

(235)

$

-

Total
$689,504

117

—

732,924

—

(29,243)

—

26,123

(13,950)
—

—

—

—

45,869

—

—

—

(13,950)
45,869

—

(4,055)

—

(8,330)

—

—

(12,385)

—

—

—

—

—

320

—

320

43,897

380,127

272,657

61,946

(8,330)

(639)

—

749,658

—
Net income
Common Stock issued
(993,606 shares)
994
Cash dividends ($0.36 per
—
share of Common Stock)
—
Currency translation
Treasury Stock purchased
(1,500,000 shares), net of
issuances (1,610,887 shares) —
Repayments of
—
notes receivable
Unrealized gain on availablefor-sale marketable securities
—

—

147,912

—

—

—

—

147,912

28,739

—

—

—

(586)

—

29,147

—
—

(16,038)
—

—
(36,809)

—
—

—
—

—
—

(16,038)
(36,809)

(300)

_

_

(42,955)

Balance June 3 0 , 1995

Balance June 3 0 , 1996

$44,891

(42,655)
—
—

$408,866

—
—

$361,876

—
—

$25,137

—

430

—

430

—

—

9,861

9,861

$(8,630)

$(795)

$9,861

$841,206

Retained Earnings

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Summary of Significant Accounting Policies (In Part)
Treasury Stock
In December 1994, the board of directors authorized the
repurchase, at management’s discretion, of up to 1.5 mil
lion shares of the company’s stock during any one fiscal
year. Shares repurchased under this authorization were
used to offset the dilution caused by the company’s em
ployee stock purchase and stock option plans. The com
pany’s repurchases of shares of Common Stock are re
corded as Treasury Stock” and result in a reduction of
“Stockholders’ equity.” When treasury shares are reis
sued, the company uses a first-in, first-out method and
the excess of repurchase cost over reissuance price is
treated as a reduction of “Retained earnings.”
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TWIN DISC, INCORPORATED (JUN)
Consolidated Statements of Changes in
Shareholders’ Equity
(In thousands)
Common stock
Balance, June 30

1996

1995

1994

$11,653

$11,653

$11,653

Retained earnings
Balance, July 1
Net earnings
Cash dividends
Stock options exercised

67,054
6,559
(1,943)
(12)

63,353
5,672
(1,951)
(20)

60,924
4,389
(1,960)
—

Balance, June 30

71,658

67,054

63,353

(17,882)

(17,387)
(586)
91

(17,387)
—
—

(17,882)

(17,387)

Treasury stock, at cost
Balance, July 1
Shares acquired
Stock options exercised
Balance, June 30
Cumulative adjustm ents
Balance, July 1
Foreign currency translation
adjustm ent
M inim um pension liability
adjustm ent, net
Balance, June 30
Shareholders’ equity balance,
June 30

—

46
(17,836)

13,797

7,778

6,219

(3,755)

5,352

2,510

(336)

667

(951)

9,706

13,797

7,778

$75,181

$74,622

$65,397

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
I (In Part): Shareholders’ Equity
At June 30, 1996 and 1995, treasury stock consisted of
866,356 and 868,606 shares of common stock, respec
tively. The Company issued 2,250 shares of treasury
stock in 1996 to fulfill its obligations under the stock op
tion plans. The difference between the cost of treasury
shares issued and the option price is charged to retained
earnings.
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VARIAN ASSOCIATES, INC. (SEP)
Consolidated Statements of Stockholders’ Equity

(Dollars in thousands except per share amounts)

Common
Stock

Balances, Fiscal Year-End, 1993
Net earnings fo r the year
Issuance of stock under om nibus
stock, stock option, and employee
stock purchase plans (including
tax benefit of $4,821)
Purchase of com m on stock
Retirem ent of treasury stock
Dividends declared
($0.23 per share)
T w o-for-one stock split

$17,342

Balances, Fiscal Year-End, 1994
Net earnings fo r the year
Issuance of stock under om nibus
stock, stock option, and employee
stock purchase plans (including
tax benefit of $10,548)
Purchase of com m on stock
Retirement of treasury stock
Dividends declared
($0.27 per share)

33,979

Balances, Fiscal Year-End, 1995
Net earnings fo r the year
Issuance of stock under om nibus
stock, stock option, and employee
stock purchase plans (including
tax benefit of $10,084)
Purchase of com m on stock
Retirem ent of treasury stock
Dividends declared
($0.31 per share)

31,052

Balances, Fiscal Year-End, 1996

Capital in
Excess of
Par Value
$

—

—

26,753

839
—

—

(26,753)

(1,423)

—
—

—

17,221

—

—

—

41,059

1,445
—

—

(41,059)

(4,372)

—

—

—

—

—

38,623

1,213
—

—

(38,623)

(1 ,619)

—

—
$30,646

-

$

-

Retained
Earnings
$396,719
79,358

Treasury
Stock
at Cost
$

—

—
(63,669)
63,669

—

(35,493)

—
—

(7,889)
(17,221)
415,474
139,286

—
—
(181,941)

—

—

—
(227,372)
227,372
—

(8,942)
363,877
122,063

—

—

—
(79,296)
79,296

—
—

(39,054)

—

(9,623)
$437,263

—

$

-

Total
$414,061
79,358

27,592
(63,669)
—
(7,889)
449,453
139,286

42,504
(227,372)
—
(8,942)
394,929
122,063

39,836
(79,296)
—
(9,623)
$467,909
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Tax Benefit from ESOP Dividends
CHEVRON CORPORATION

Consolidated Statement of Stockholders’ Equity
M illio ns of Dollars

Num ber of shares

(Millions of dollars)
•

•

Common
Stock In
Treasury

Common
Stock
Issued
•

•

•

Balance at
December 3 1 , 1994
712,487,068
—
Net income
Cash dividends $1,925 per share
Tax benefit fro m dividends
paid on unallocated
ESOP shares
Market value adjustm ents
__
on investments
Foreign currency
__
translation adjustm ent
Pension plan
_
m inim um liability
—
Reduction o f ESOP debt
—
Purchase of treasury shares
Reissuance of treasury shares

—

Common
Stock
•

•

(60,736,435)
—

•

Deferred
Compensa 
tion-ESOP

Capital In
Excess of
Par Value
•

•

Currency
Translation
Adjustm ent
And Other
•

•

•

Treasury
Stock

Retained
Earnings
•

•

•

$1,069
—

$1,858
—

$(900)
—

$175
—

$14,457
930

$(2,063)
—

__

-

__

__

(1,255)

—

14
__

_

_

__

23

__

__

__

__

__

__

(28)

—

—

__

_

__

__

(83,028)
659,406

—
—
—

—
—
5

50
—
■ —

4
—
—
—

__

—

—
—
—

(4)
20

(60,160,057)
—

$1,069
—

$1,863
—

$(850)

$174

$14,146
2,607

__

__

__

—

at
December 3 1 , 1995
712,487,068
—
Net income
Cash dividends _
$2.08 per share
Tax benefit fro m dividends
paid on unallocated
ESOP shares
Market value adjustm ents
on investments
Foreign currency
translation adjustm ent
Pension plan
__
m inim um liability
—
Reduction of ESOP debt
—
Purchase of treasury shares
Reissuance o f treasury shares
—

_

—

—

(1,358)

$(2,047)
—

_

13
__

_

__

__

__

__

__

__

(69,278)
828,320

_

_

(54)

_

_

__

__

_

_

—

—

50

—

—

—

—

—

—

—

—

—

11

—

—

—

(4)
27

__
—

(20)

(4)

B a la n c e a t

December 3 1 , 1996

712,487,068

(59,401,015)

$1,069

$1,874

$(800)

$96

$15,408

$(2,024)
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Millions of dollars)
Note 17 (In Part): Employee Benefit Plans
Employee Stock Ownership Plan (ESOP)
In December 1989, the company established a lever
aged ESOP as part of the Profit Sharing/Savings Plan.
The ESOP Trust Fund borrowed $1,000 and purchased
28.2 million previously unissued shares of the company’s
common stock. The ESOP provides a partial pre-funding
of the company’s future commitments to the profit shar
ing part of the plan, which will result in annual income tax
savings for the company. The ESOP is expected to sat
isfy most of the company’s obligations to the profit shar
ing part of the plan during the next eight years.
As allowed by AICPA Statement of Position (SOP)
93-6, the company has elected to continue its practices,
which are based on SOP 76-3 and subsequent consen
sus of the Emerging Issues Task Force of the Financial
Accounting Standards Board. Accordingly, the debt of
the ESOP is recorded as debt, and shares pledged as
collateral are reported as deferred compensation in the
Consolidated Balance Sheet and Statement of Stock
holders’ Equity. The company reports compensation ex
pense equal to the ESOP debt principal repayments less
dividends received by the ESOP. Interest incurred on the
ESOP debt is recorded as interest expense. Dividends
paid on ESOP shares are reflected as a reduction of re
tained earnings. All ESOP shares are considered out
standing for earnings-per-share computations.
The company recorded expense for the ESOP of $61,
$67 and $42 in 1996, 1995 and 1994, respectively, in
cluding $65, $68 and $71 of interest expense related to
the ESOP debt. All dividends paid on the shares held by
the ESOP are used to service the ESOP debt. The divi
dends used were $53, $50 and $50 in 1996, 1995 and
1994, respectively.
The company made contributions to the ESOP of $62,
$69 and $63 in 1996, 1995 and 1994, respectively, to
satisfy ESOP debt service in excess of dividends re
ceived by the ESOP. The ESOP shares were pledged as
collateral for its debt. Shares are released from a sus
pense account and allocated to profit sharing accounts of
plan participants, based on the debt service deemed to
be paid in the year in proportion to the total of current
year and remaining debt service. Compensation expense
was $(4), $(1) and $(10) in 1996, 1995 and 1994, re
spectively. The ESOP shares as of December 31, 1996
were as follows:
(Thousands)
Allocated shares
Unallocated shares
Total ESOP shares

1996

1995

7,805
17,682

7,223
19,490

25,487

26,713
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Change in Year End of Subsidiary
WOOLWORTH CORPORATION (JAN)
Consolidated Statements of Shareholders’ Equity

Shares
(Shares in thousands, amounts in millions)
Preferred Stock
$2.20 Series A Convertible Preferred, par value
$1 per share, 7 million shares authorized
97
Outstanding at beginning of year
(97)
Converted during year
—
Outstanding at end of year
Common Stock and Paid-in Capital
Par value $.01 per share,
500 million shares authorized
133,051
Issued at beginning of year
461
Issued upon conversion of preferred shares
535
Issued under employee stock plans
134,047
Issued at end of year
Common stock in treasury at
—
beginning of year
Acquired at cost
Reissued under employee stock plans/
—
agreements
—
Restricted stock
—
Common stock in treasury at end of year
Amortization of stock issued under
—
restricted stock option plan
—
Redemption of preferred stock
Common stock outstanding and
134,047
paid-in capital at end of year
Retained Earnings
Balance at beginning of year
Net income (loss)
Change in subsidiaries’ year end
Cash dividends declared:
Common stock
Preferred stock
Balance at end of year
Shareholders’ Equity before Adjustments
Foreign Currency Translation Adjustment
Balance at beginning of year
Aggregate translation adjustment, net of
deferred tax benefit
Balance at end of year
Minimum Pension Liability Adjustment
Balance at beginning of year
Change during year, net of deferred tax benefit
Balance at end of year
Total Shareholders’ Equity

1994

1995

1996
Amount

$

Shares

Amount

Shares

Amount

—
—

109
(8)
101

132,505
21
525
133,051

282
—
7
289

131,926
47
532
132,505

277
1
4
282

—

—

—

(3)
(200)

—
(3)

—
—
—

—
—
—

—
—
—

3
200
—

—
3
—

1
(1)

—
—

1
—

—
—

—
—

299

133,051

290

132,505

282

—
—

101
(4)
97

290
—
9
299

$

$

1
(1)
—

1,106
47

891
169
(10)

1,055
(164)

—
—
1,050
1,349

—
—
891
1,181

1,055
1,337

83

31

(4)

(61)
22

52
83

35
31

(35)
(2)
(37)
$1,334

(10)
(25)
(35)
$1,229

(31)
21
(10)
$1,358

—

_

(98)
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

1 (In Part): Summary of Significant Accounting Policies
Reporting Year
The reporting period for the Company and its subsidiar
ies is the 52 or 53 weeks period ending on the last Satur
day in January, with the exception of the Mexican and
certain European operations, which have a reporting
year ending on December 31. The 1996, 1995 and 1994
reporting years represent the 52 weeks ended January
25, 1997, January 27, 1996, and January 28, 1995, re
spectively.
In 1996, the Company changed the reporting period for
its German operations from a calendar year ending De
cember 31 to the 52 weeks period ending on the last
Saturday in January. The results of operations for the pe
riod from January 1 through January 25, 1997 amounted
to a loss of approximately $10 million. This loss was
charged to retained earnings during the year in order to
report only 12 months’ operating results.

Elimination Of Pooled Company Net Income
CHAMPION ENTERPRISES, INC.
Consolidated Statements of Shareholders’ Equity

(In thousands)

Common stock
Shares
A m ount

Balance, January 1 , 1994
Net income
Stock option and benefit plans
Common stock repurchases
Tax benefit of stock options
Translation adjustm ents

16,044
—

Balance December 3 1 , 1994
Net income
Stock option and benefit plans
Common stock repurchases
Tw o-for-one stock split
Redman 100% stock dividend
Tax benefit of stock options
Translation adjustm ents

16,356

Balance December 3 0 , 1995
Net income
Less; net income of Redman
fo r the quarter ended March 2 9 , 1996
Stock option and benefit plans
Common stock repurchases
Tw o-for-one stock split
Tax benefit of stock options
Translation adjustm ents

31,869
—

Balance December 2 8 , 1996

47,695

436
(124)
—
—

—

358
(1,401)
7,629
8,927
—
—

—
538
(179)
15,467

$16,044
—

436
(124)
—
—

Capital in
excess of
par value
$72,024
—

3,109
(1,657)
2,916
—

$(5,451)
47,038
—

—

47,377
—

97,872
53,586

—

—

—

—

—

$47,695

—

4,031
(3,276)
(15,467)
1,800
—

$34,465

—

—

31,869
—

538
(179)
15,467

—

—

1,504
(15,701)
(7,629)
(8,927)
1,738
—

—

$(876)

—

358
(1.401)
7,629
8,927
—
—

—

Foreign
currency
translation
adjustm ents

—

41,587
56,285
—
—
—
—
—
—

16,356

76,392

Retained
earnings
(deficit)

(5,987)

(193)
(1,069)

(976)

—

—
—
—
—
—
93

—

—

—

—

—

—

—

—

—

—

$145,471

(21)
$(997)

Total
$81,741
47,038
3,545
(1,781)
2,916
(193)
133,266
56,285
1,862
(17,102)
—
—
1,738
93
176,142
53,586
(5,987)
4,569
(3,455)
—

1,800
(21)
$226,634
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 1—Business Combination and Basis of
Presentation
On October 24, 1996, Redman Industries, Inc. (Redman)
was merged with and into Champion Enterprises, Inc.
(the Company), and 16.5 million shares of the Com
pany’s common stock were issued in exchange for all of
the outstanding common stock of Redman. The merger
was accounted for as a pooling of interests, and accord
ingly, the accompanying financial statements have been
restated to include the financial position and results of
operations of Redman for all periods presented.
Prior to the merger, Redman used a fiscal year ending
On the Friday nearest March 31. The 1996 financial
statements combine each company’s year ended De
cember 28, 1996. The restated financial statements for
1995 and 1994 combine the Company’s financial state
ments for years ended December 30, 1995 and Decem
ber 31, 1994 with Redman’s financial statements for
years ended March 29, 1996 and March 31, 1995, re
spectively. Due to the different fiscal year ends, Red
man’s results for the three months ended March 29,
1996 are included in the restated financial statements for
both 1996 and 1995. For the three months ended March
29, 1996 Redman had net sales of $150 million and net
income of $6 million. Redman’s net income for this pe
riod is deducted from the opening balance of retained
earnings at December 30, 1995 in the accompanying
statement of shareholders’ equity. Redman’s net cash
flow for this period is eliminated from the 1996 beginning
cash balance in the statement of cash flows.
Net sales and income from continuing operations of
the combining companies for the last three years are as
follows;
(In millions, excluding
nonrecurring charges in 1996)
Net sales;
Champion
Redman

$

986
658

$1,644
Net income:
Champion
Redman

1994

1995

1996

$

798
614

$1,412

$

586
558

$1,144

$43.3
27.1

$32.3
24.0

$25.2
19.9

$70.4

$56.3

$45.1

Certain amounts from Redman’s prior financial state
ments have been reclassified to conform to the Com
pany’s presentation.
In connection with the merger, the Company recorded
charges of $22 million in the quarter ended December
28, 1996. These charges are nonrecurring and include
$9 million for severance costs associated with the
planned closing of the Redman corporate headquarters
and stock based compensation costs triggered by the
change in control, $8 million for investment banking, le
gal, accounting and other fees, and $5 million for adjust

ing the carrying value of certain facilities and other as
sets. Costs of $10.7 million had been paid as of Decem
ber 28, 1996, and the remaining cash costs of
approximately $5.5 million will be paid in 1997.

Reclassification Of Put Warrant Obligation
AMGEN INC.
Consolidated Statements of Stockholders’ Equity

(In millions)

Common stock
and
additional
Num ber paid-in
of shares
capital

Balance at December 3 1 , 1993
Issuance of com m on stock
upon the exercise of stock
options and in connection
w ith an employee stock
purchase plan
Issuance of com m on stock upon
the exercise of warrants
Tax benefits related to
stock options
Repurchases of com m on stock
Net income

268.4

$636.2

5.7

44.8

3.5

15.3

Balance at December 3 1 , 1994
Issuance of com m on stock
upon the exercise of stock
options and in connection
w ith an employee stock
purchase plan
Tax benefits related to
stock options
Repurchases of com m on stock
Net income

264.7

719.3

8.3

102.7

Balance at December 3 1 , 1995
Issuance of com m on stock
upon the exercise of stock
options and in connection
w ith an employee stock
purchase plan
Tax benefits related to
stock options
Reclassification of put w arrant
obligation
Repurchases of com m on stock
Net income

265.7

864.8

6.7

113.5

—

48.6

Balance at December 3 1 , 1996

264.7

—
(12.9)
—

—

(7.3)
—

—
(7.7)
—

23.0
—
—

42.8
—
—

—
—
—
$1,026.9

Retained
earnings
$535.8

—
—
(300.5)
319.7
555.0

—

(285.7)
537.7
807.0

—

(157.4)
(450.0)
679.8
$879.4
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6 (In Part): Stockholders’ Equity
Stock Repurchase Program
The Company has a stock repurchase program to offset
the dilutive effect of its employee benefit stock option
and stock purchase plans. Stock repurchased under the
program is retired. As of December 31, 1996, the Com
pany was authorized to repurchase up to $450 million of
its stock during 1997.
In connection with the Company’s stock repurchase
program, put warrants were sold to an independent third
party in 1996. Each put warrant entitles the holder to sell
one share of Amgen Inc. common stock to the Company
at a specified price. On December 31, 1996, 2.7 million
put warrants were outstanding with exercise prices rang
ing from $52.00 to $58.80 per share. The put warrants
are exercisable only at maturity and expire at various
dates from April 1997 to August 1997. In the event the
put warrants are exercised, the Company may elect to
pay the holder in cash the difference between the exer
cise price and the market price of the Company’s shares,
in lieu of repurchasing the stock. The maximum potential
repurchase obligation of $157.4 million has been reclas
sified from stockholders’ equity to put warrants as of De
cember 31, 1996. In the event the put warrants expire
unexercised, the liability associated with these instru
ments is extinguished.
Additionally during 1996, the Company purchased call
options from an independent third party. Each call option
entitles the Company to buy one share of Amgen Inc.
common stock at a specified price. At December 31,
1996, 1.3 million call options were outstanding, with ex
ercise prices ranging from $58.00 to $61.90 per share.
The call options are exercisable only at maturity and ex
pire at various dates from April 1997 to August 1997. In
the event the call options are exercised, the Company
may elect to receive cash for the difference between the
exercise price and the market price of the Company’s
shares, in lieu of repurchasing the stock. The premiums
received from the sale of the put warrants offset in full
the cost of the call options.

ADDITIONAL PAID-IN CAPITAL
PRESENTATION OF CHANGES IN
ADDITIONAL PAID-IN CAPITAL
APB Opinion No. 12 states in part:
10. When both financial position and results of op
erations are presented, disclosure of changes in the
separate accounts comprising stockholders’ equity
(in addition to retained earnings) and of the changes
in the number of shares of equity securities during at
least the most recent annual fiscal period and any
subsequent interim period presented is required to
make the financial statements sufficiently informa
tive. Disclosure of such changes may take the form
of separate statements or may be made in the basic
financial statements or notes thereto.
Table 4-5 summarizes the presentation formats used
by the survey companies to present changes in addi
tional paid-in capital.
TABLE 4-5: PRESENTATION OF CHANGES IN
ADDITIONAL PAID-IN CAPITAL
1996

1995

1994

1993

433

430

421

425

9
62

6
69

7
74

6
74

6
18

6
27

6
28

7
25

528

538

536

537

72

62

64

63

Total Companies................... . . 600

600

600

600

Statement of stockholders’
e q u ity ............................................... . .
Statement of additional
paid-in capital.................................
Schedule in n o te s ............................ . .
No statem ent o r schedule
but changes d is c lo s e d ................
Balance unchanged during y e a r . . . .
Additional paid-in capital
account not p re se n te d ................ . .

Additional P aid-In C apital

STOCK SPLITS
Table 4-6 shows the number of survey companies dis
closing stock splits and summarizes the accounting treat
ments for stock splits. Examples of disclosures of stock
splits follow.
TABLE 4-6: STOCK SPLITS
1996

1995

1994

1993

Ratio
Less than th re e -fo r-tw o ...................
Three-for-tw o (50 % ) to
tw o -fo r-o n e ..................................... .
T w o-for-one (1 0 0 % ).......................... .
Greater than tw o -fo r - o n e ................

2

5

3

9

12
44
5

10
31
2

9
27
9

11
27
2

Total Companies...................

63

48

48

49

Additional paid-in c a p ita l................ .
Retained e a rnings.............................. .
No c h a rg e ............................................ .

23
12
28

19
9
20

23
9
16

21
12
16

Total Companies...................

63

48

48

49

Account charged

439
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FIRST BRANDS CORPORATION
C o n s o lid a te d S tate m en ts o f S to c k h o ld e rs ’ E q u ity

(Dollars in thousands)

Common Stock
Shares
Par
O utstanding
Value

Balance as of June 3 0 , 1993
Cash dividends
Exercise of stock options
Tax benefit related to the exercise
of employee stock options
Net income
Foreign currency translation
adjustm ent

21,827,878
—
177,778

Balance as of June 3 0 , 1994
Cash dividends
Exercise of stock options
Tax benefit related to the exercise
of employee stock options
Net income
Purchase of treasury stock
Foreign currency translation
adjustm ent

22,005,656

Balance as of June 3 0 , 1995
Cash dividends
Exercise of stock options
Tax benefit related to the exercise
of employee stock options
Net income
Purchase of treasury stock
Foreign currency translation
adjustm ent
T w o-for-one stock split
(Notes 1 and 10)

20,935,314

Balance as of
June 3 0 , 1996

$218
—

2

_

Capital
in Excess
of Par
Value
$112,535
—

3,778
772

—

—

—

—

____

—

$220

—

—

140,358

$117,085
—

1

3,400

Cumulative
Foreign
Currency
Translation
Adjustm ent
$(1,690)
—

$(4,542)
—

—

—

—

—

—

—

—

—

199,196

2

—

4,470

—

_
—

—

—

—

—

—

_

_

_

20,795,376

208

(208)

41,650,586

$431

(279,300)

$126,432

_
38,697
—

—

$278,649
(9,903)

—

—

_

$

—

—

(40,433)
—

$(40,433)
—
—

_

_

Total
$305,453
(6,589)
3,780
772
60,166
(2,852)
$360,730
(8,015)
3,401
429
38,697
(40,433)
(2,631)
$352,178
(9,903)
4,472

(12,130)

1,256
65,100
(12,130)

_

_

(2,148)

—

—

—

—

_

—

65,100

(2,148)

$(9,321)

_

—

(2,631)

_

1,256

$247,967
(8,015)

_

$(7,173)

—

____

—

—

$120,914

—

60,166

(2,852)

—

$221

$

—

—

_

—

Treasury
Stock

_

—

(1,210,700)

$194,390
(6,589)

—

_

429

Retained
Earnings

$333,846

—

$(52,563)

—

$398,825

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
1 (In Part): Summary of Significant Accounting Policies

10 (In Part): Capital Stock

Income And Dividends Per Share
Net income per share is based on the weighted average
number of shares of common stock and common stock
equivalents outstanding. On February 5, 1996, a two-forone stock split of the Company’s common stock was ef
fected in the form of a 100 percent stock dividend. Ac
cordingly, all historical weighted average share and per
share amounts have been restated to reflect the stock
split. Cash dividends for the years ended June 30, 1995
and 1994 were $0.38 and $0.30 per share, respectively,
on a pre-split basis and $0.19 and $0.15 per share on a
post-split basis. Cash dividends for fiscal 1996 were
$0.24 per share on a post-split basis.

As more fully discussed in Note 1, on February 5, 1996,
the Company effected a two-for-one split of common
stock. Share amounts presented in the Consolidated Bal
ance Sheets and Consolidated Statements of Stockhold
ers’ Equity reflect the actual share amounts outstanding
for each period presented.
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FLOWERS INDUSTRIES, INC.
Consolidated Statement of Changes In Common
Stockholders’ Equity

Par Value

Capital In
Excess of
Par Value

Retained
Earnings

Num ber of
Shares

Cost

Restricted
Stock Award
and Executive
Incentive
Award

38,342,075

$23,964

$51,183

$225,207

(643,480)

$(10,577)

$(9,623)

19,171,038

11,982

(11,982)

57,513,113

35,946

39,201
(115)

(966,524)
293,526

(10,577)
3,540

(9,623)

52,545
(767,900)

372
(9,799)

227

209,300

2,294

(2,445)

100

(82,703)

(1,030)

610

Treasury Stock

Com m on Stock

(Amounts in thousands
except share data)
Balances at July 3 , 1993
as previously reported
T hree-for-tw o com m on
stock split
Balances at July 3 , 1993
as adjusted
Stock issued fo r acquisition
Exercise of employee
stock options
Purchase of treasury stock
Net income fo r the year
Stock issued into escrow
in connection with
Restricted Stock Award
Exercise of Executive
Incentive Award
Am ortization of Restricted
Stock Award and
Executive Incentive Award
Dividends paid— $.5167
per com m on share

•

•

•

Num ber of
Shares

(323,044)
225,207

(359)
2
29,496

1,786
(29,102)

•

•

Balances at July 1 , 1995
Stock issued fo r acquisition
Exercise of employee
stock options
Purchase of treasury stock
Net income fo r the year
Exercise of Restricted
Stock Award
Exercise of Executive
Incentive Award
Stock issued into escrow
in connection w ith
Restricted Stock Award
Stock issued into escrow
in connection w ith
Executive Incentive Award
Am ortization of Restricted
Stock Award and
Executive Incentive Award
Dividends paid— $.5750
per com m on share

59,090,726

Balances at June 2 9 , 1996

59,090,726

•

•
36,932

•

•
55,306
180

•
236,645

•

•

•

•

•

•
(7,139)

(1,479,311)
91,335

(17,763)
1,119

190,244
(96,560)

2,337
(1,303)

769

(125,064)

(1,650)

1,526

301

(113,287)

(1,830)

1,434

2,286

786,863

9,640

(11,918)

705

239,031

2,957

(3,662)

(764)
30,768

1,792
(33,344)
$36,932

$58,783

$234,069

(506,749)

$(6,493)

$(17,967)
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

7 (In Part): Common Stockholders’ Equity
General
On October 20, 1995, the Board of Directors declared a
three-for-two split of the Company’s common stock, ef
fected in the form of a stock dividend paid on November
17, 1995 to shareholders of record on November 3,
1995. All agreements concerning stock options and other
commitments payable in shares of the Company’s com
mon stock provide for the issuance of additional shares
due to the declaration of the stock split. An amount equal
to the par value of the common shares issued plus cash
paid in lieu of fractional shares was transferred from
capital in excess of par value to the common stock ac
count. This transfer has been reflected in the Consoli
dated Statement of Changes in Common Stockholders’
Equity at July 3, 1993. All references to number of
shares, except shares authorized, and to per share infor
mation in the consolidated financial statements have
been adjusted to reflect the stock split on a retroactive
basis.
GENUINE PARTS COMPANY
Consolidated Statements of Shareholders’ Equity

(Dollars in thousands)

Common Stock
Am ount
Shares

Additional
Paid-In
Capital

$124,282

$2,566

Balance at January 1 , 1994
Net income
Cash dividends declared
Stock options exercised
Purchase of stock
Other

124,282,289
—

Balance at December 3 1 , 1994
Net income
Cash dividends declared
Stock options exercised
Purchase of stock
Other

122,627,303
—

Balance at December 3 1 , 1995
Net income
Cash dividends declared
Stock options exercised
Purchase of stock
T hree-for-tw o stock split (Note 9)

121,913,040
—

Balance at December 3 1 , 1996

180,048,435

—

192,613
(2,011,000)
163,401

—

149,827
(1,021,551)
157,461

—

293,795
(2,174,545)
60,016,145

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
9. Stock Split
On February 17, 1997, the Board of Directors approved
a three-for-two stock split, to be effected in the form of a
50% stock dividend, payable to shareholders of record
on March 14, 1997. In connection with the stock dividend
$60,016,145 was transferred to common stock from re
tained earnings in the December 31, 1996 balance

—

—

—

—

193
(2,011)
163

4,175
(6,741)
—
—

122,627
—

—

—

—

150
(1,021)
157

3,955
(9,835)
5,880
—

121,913
—

—

—

—

294
(2,175)
60,016
$180,048

7,587
(7,587)
—
$

-

Retained
Earnings

Total
Shareholders’
Equity

(61,593)
770

$1,445,263
288,548
(142,602)
4,368
(70,345)
933

1,403,538
309,168
(154,411)
—
(29,326)
—

1,526,165
309,168
(154,411)
4,105
(40,182)
6,037

1,528,969
330,076
(162,070)

1,650,882
330,076
(162,070)
7,881
(94,715)

$1,318,415
288,548
(142,602)
—

—

(84,953)
(60,016)
$1,552,006

—

$1,732,054

sheet. Pro forma earnings per share, giving retroactive
effect to the stock split, were $1.82, $1.68 and $1.55 for
1996, 1995 and 1994, respectively.

Additional Paid-In C apital

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

THE BFGOODRICH COMPANY (DEC)
Consolidated Statement of Shareholders’ Equity
(Dollars In millions,
except per share amounts)
$3.50 Cumulative Convertible
Preferred Stock,
Series D

Com m on Stock—-$5 Par Value
Balance at beginning of year
Com m on stock issued for:
T w o-for-one com m on stock split
Contribution to pension plans
A cquisitions
Conversion of Series D
Preferred Stock
Employee award program s
Balance at end of year

Additional Capital
Balance at beginning of year
Tw o-for-one com m on
stock split
Contribution to pension plans
A cquisitions
Conversion of Series D
Preferred Stock
Employee award program s
Other capital share transactions
Balance at end of year
Income Retained in the Business
Balance at beginning of year
Net income
Prem ium on redem ption of
Series D Preferred Stock
Dividends:
Preferred Stock:
Series A, $7.85 a share
Series D, $3.50 a share
Common stock— $1.10 per
share in each year

1996

$

-

133.9
134.7
3.8
—

_

1995

$

-

129.8

1994

$110.0

128.8

_

_

—

—

—

.7

_

2.1

2.0
2.1

274.5

133.9

129.8

447.5

401.7

393.8

(134.7)
26.2
—

_

_

.3

_

—

—

—

5.6

_

15.6
2.7

20.8
23.6
1.4

2.3
—

357.3

447.5

401.7

360.9
151.7

305.7
118.0

294.6
75.7

(1.2)

(4.4)

(.3)
(7.7)

(58.9)

(57.2)

(56.6)

Total dividends

(58.9)

(61.6)

(64.6)

Balance at end o f year

453.7

360.9

305.7

—
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Note N (In Part): Common Stock
On February 19, 1996, the Company’s Board of Direc
tors approved a two-for-one common stock split to be
distributed in the form of a stock dividend. As a result of
this action, 26,932,191 shares were issued to sharehold
ers of record on March 11, 1996, of which 531,205
shares represented treasury stock of the Company. Par
value remains at $5 per share as a result of transferring
$134.7 million to common stock from additional capital,
representing the aggregate par value of the shares is
sued under the stock split. All references throughout this
annual report to number of shares, per share amounts,
stock option data and market prices of the Company’s
common stock have been restated.
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HARSCO CORPORATION
Statements of Shareholders' Equity

(In thousands, except share amounts)
Balances, January 1 , 1994
Net income
Cash dividends declared, $1.42 per share
Translation adjustm ents
Pension liability adjustm ents, net of $5
deferred incom e taxes
Acquired during the year, 14,991 shares
Stock options exercised, 229,054 shares
Other, 386 shares
Balances, December 3 1 , 1994
Net income
Cash dividends declared, $1.49 per share
Translation adjustm ents
Pension liability adjustm ents, net of $200
deferred incom e taxes
Acquired during the year, 325,861 shares
Stock options exercised, 194,327 shares
Other, 833 shares
Balances, December 3 1 , 1995
Net income
Cash dividends declared, $1.54 per share
Translation adjustm ents
Pension liability adjustm ents, net of $157
deferred income taxes
Acquired during the year, 472,471 shares
Stock options exercised, 191,221 shares
Restricted stock issued, net 30,183 shares
Other, 694 shares
Tw o-for-one stock sp lit at par value
(additional shares issued 32,729,101
including 7,927,925 treasury shares)
Balances, December 3 1 , 1996

Common Stock
Issued
Treasury
$40,143

$(190,487)

Additional
Paid-In
Capital

Translation

Pension
Liability

Retained
Earnings

$86,436

$(16,059)

$(107)

$603,158
86,553
(35,715)

39
8
(677)
286
40,429

10

7,627
7

(191,154)

94,070

(16,020)

(99)

653,996
97,377
(37,599)

(3,832)
(314)
(18,245)
26

7,092
21

(209,373)

101,183

243
40,672

(19,852)

(413)

713,774)
119,009
(38,310)

(5,624)
(206)
(29,875)
239
1,159
24

(40,912)

40,912
$81,823

8,038
824
18

$(238,065)

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
2. Common Stock Split
On November 19, 1996, the Board of Directors declared
a two-for-one stock split on the Company’s common
stock. One additional share will be issued for each share
of common stock held by shareholders of record as of
the close of business on January 15, 1997. New shares
will be distributed on February 14, 1997. Common stock
and additional paid-in capital as of December 31, 1996
have been restated to reflect this split. Par value will re
main unchanged at $1.25. The number of shares issued
at December 3 1 , 1996, after giving effect to the split, was
65,458,202 (32,729,101 shares issued before the split).

$69,151

$(25,476)

$(619)

$794,473

The effect of the stock split has been retroactively re
flected as of December 31, 1996 in the consolidated bal
ance sheet and statement of changes In shareholders’
equity, but activity for 1996 and prior periods was not re
stated in those statements. All references to the number
of common shares and per share amounts elsewhere in
the consolidated financial statements and related foot
notes have been restated as appropriate to reflect the ef
fect of the split for all periods presented.
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MAPCO INC.
Consolidated Statements of Changes In Stockholders’ Equity
(In Millions, except per
share amounts)

Common Stock
$1 Par Value
Am ount
Shares

Capital In
Excess of
Par Value

$62.7

$200.0

Retained
Earnings
$1,307.7
79.1

Balance, December 3 1 , 1993
Net income
Dividends declared
($1.00 per share)
Purchase of com m on stock
ESOP loan repayments
Exercise of stock options
Other

62.7

.1

.1

2.7
(.1)

.6

Balance, December 3 1 , 1994
Net income
Dividends declared ($1.00 per share)
Purchase of com m on stock
ESOP loan repayments
Exercise of stock options
Other

62.8

62.8

202.6

1,356.4
74.7
(29.7)

Loan To
ESOP

(32.8)

$(926.9)

$(68.2)

(.1)

(8.7)

(30.0)
4.6

(32.9)

(935.6)

(.6)

(31.1)

(63.6)

4.9
.1
62.9

Balance, December 3 1 , 1995
Net income
Dividends declared ($ 0 .525 per share)
T w o-for-one stock sp lit effected in
the fo rm of a stock dividend from
treasury shares
(Notes 1 and 9)
Proceeds fro m sale of equity put options on
com m on stock
Equity put options on com m on stock
Purchase of com m on stock
ESOP loan repayments
Exercise of stock options
.1
Other
Balance, December 3 1 , 1996

Treasury Stock
Am ount
Shares

63.0

.1

.1
.3

62.9

203.0

1,401.8
97.5
(30.1)

(33.5)

(966.7)

(93.1)

(750.5)

28.7

843.6

(2.6)

(98.3)

.4
(58.7)

.6
(16.7)
5.5
.1
$63.0

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 1 (In Part): Accounting Policies
Consolidation—The consolidated financial statements in
clude the accounts of MAPCO Inc. and its wholly-owned
and majority-owned subsidiaries (“MAPCO” or the “Com
pany”). Investments in entities in which ownership inter
est are 50 percent or less and the Company exercises
significant influence over operating and financial policies
are accounted for using the equity method, under which
original investments are recorded at cost and adjusted
by the Company’s share of earnings or losses of those
entities. All significant intercompany accounts and trans
actions have been eliminated. Certain reclassifications
have been made to prior year amounts to conform to cur
rent year presentations. In addition, ail references in the
consolidated financial statements to number of shares
outstanding and per share amounts of the Company’s
common stock have been restated to reflect a two-forone stock split effected in the form of a stock dividend
from shares held as treasury stock (see Note 9).

2.3
.1

.3

$96.2

$719.0

(7.4)

$(221.4)

$(53.2)

Note 9 (In Part): Stockholders’ Equity
On September 10, 1996, the Board of Directors author
ized a two-for-one stock split effected in the form of a
stock dividend from shares held as treasury stock, which
was distributed on September 30, 1996, to shareholders
of record on September 16, 1996. In accounting for the
stock split, MAPCO recorded a reduction in treasury
stock of $843.6 million, with a corresponding reduction in
retained earnings of $750.5 million and a reduction in
capital in excess of par value of $93.1 million.
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THE STANLEY WORKS
Consolidated Statements of Changes in Shareholders’ Equity

Common
Stock

Capital
in Excess
of Par Value

Balance January 1 , 1994
Net earnings
Currency translation adjustm ent
Cash dividends declared—
$.69 per share
Issuance of com m on stock
Purchase of com m on stock
ESOP debt
ESOP tax benefit

$115.4

$7 3 .1

Balance December 3 1 , 1994
Net earnings
Currency translation adjustm ent
Cash dividends declared—
$.71 per share
Issuance of com m on stock
Purchase of com m on stock
ESOP debt
ESOP tax benefit

115.4

Balance December 3 0 , 1995
Tw o-for-one stock split
Net earnings
Currency translation adjustm ent
Cash dividends declared—
$.73 per share
Issuance of com m on stock
Purchase of com m on stock
Tax benefit related to stock options
ESOP debt
ESOP tax benefit

115.4
115.5

(Millions of dollars)

Balance December 2 8 , 1996

Retained
Earnings
$871.1
125.3

Foreign
Currency
Translation
A djustm ents
$(56.7)

ESOP debt
$(261.5)

Treasury
Stock
$(60.5)

.4
(61.9)
(3.0)

13.3
(21.9)
7.8
3.3

70.1

937.8
59.1

(56.3)

(253.7)

(69.1)

(14.3)
(62.6)
(1.7)

13.9
(16.7)
9.4
3.3

68.4
(66.9)

937.6
(48.6)
96.9

(70.6)

(244.3)

(71.9)

53.4
(71.0)

.3
9.5
3.1

$230.9

$

-

$919.0

NOTES TO CONSOLIDATEDFINANCIAL STATEMENTS
I (In Part): Capital Stock
Stock Split
On April 17, 1996, the shareholders approved an in
crease in the number of authorized common shares from
110,000,000 to 200,000,000. On that date, the Board of
Directors declared a two-for-one common stock split to
be effected by the distribution of one additional share for
each share outstanding. Such distribution was made on
June 3, 1996 to shareholders of record as of May 13,
1996. Accordingly, the stock split has been recognized
by reclassifying $115.5 million, the par value of the addi
tional shares resulting from the split, from capital in ex
cess of par value and retained earnings to common
stock. All shares outstanding and per share amounts
have been restated to reflect the stock split.

(61.9)
10.3
(21.9)
7.8
3.3
744.2
59.1
(14.3)
(62.6)
12.2
(16.7)
9.4
3.3
734.6
—

(65.2)
(5.1)

4.7

$680.9
125.3
.4

96.9
25.1

25.1

(6.2)

Shareholders
Equity

$(45.5)

$(234.8)

$(89.5)

(65.2)
42.1
(71.0)
5.0
9.5
3.1
$780.1
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CHANGES IN ADDITIONAL PAID-IN CAPITAL
Table 4-7 summarizes credits and charges to additional
paid-in capital. Examples of such credits and charges
follow.
TABLE 4>7: CHANGES IN ADDITIONAL PAID-IN
CAPITAL
Number of Companies
1996 1995 1994 1993
Credits
Com m on stock issued for:
Employee b e n e fits ............................
Business c o m b in a tio n s ...................
Debt conversions/
e xtin gu ishm e nts............................
Preferred stock c o n v e rs io n s .........
Public offerin gs......................................
Stock com pensation tax benefits . . .
Purchase or retirem ent of
capital sto ck........................................
W arrants issued or e xe rcise d............
Other— Described.................................

395
58

412
47

402
34

382
37

22
28
24
99

23
23
15
102

26
28
42
84

33
19
52
83

8
12
45

6
7
52

5
4
50

8
4
46

101

90

77

71

74
12
3
59

73
15
3
48

61
13
3
67

70
9
7
60

Charges
Purchase or retirem ent of
capital stock........................................
Treasury stock issued fo r
less than c o s t ...................................
Conversion of preferred s t o c k .........
Stock issue c o s t ...................................
Other— Described.................................

(Thousands)

ALBERTO-CULVER COMPANY (SEP)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Additional
Paid-In
Capital

Balance at September 3 0 , 1993
Stock options exercised
Stock purchased fo r treasury

5,842
(46)
731

$36,392
(461)
13,729

$87,262
190
—

Balance at September 3 0 , 1994
Stock options exercised
Stock issued pursuant to
employee incentive plans

6,527
(33)

49,660
(399)

87,452
260

(16)

(202)

184

Balance at September 3 0 , 1995
Stock options exercised
Stock purchased fo r treasury
Stock issued pursuant to
employee incentive plans

6,478
(84)
23

49,059
(1,029)
759

87,896

(25)

(306)

371

Balance at September 3 0 , 1996

6,392

$48,483

688
—

$88,955

5 (In Part): Stock Option and Restricted Stock Plans
Pursuant to its stock option plans, the company is
authorized to issue non-qualified options to employees
and directors to purchase a limited number of shares of
the company’s Class A common stock at a price not less
than the fair market value of the stock on the date of
grant. Options under the plans expire five or ten years
from date of grant and are exercisable on a cumulative
basis in four equal annual increments commencing one
year after the date of grant.
Shares under option at September 30, 1996 are sum
marized as follows:
Year
Granted

Common Stock Issued in Connection With
Employee Benefit Plans

Treasury Stock
Am ount
Shares

1989
1990
1991
1992
1993
1994
1995
1996

Shares
Linder
Option
4,250
69,366
33,250
109,800
136,875
183,750
462,358
494,800
1,494,449

Total
Per Share
Option
Option
Price
Price (Thousands)
$13.25
18.75
19.88
21.50-23.65
23.69-26.06
19.50-21.63
23.69
26.75-34.13

$

56
1,301
661
2,371
3,252
3,616
10,952
13,462

$35,671

4 (In Part): Treasury Stock and Additional Paid-In Capital
Changes in treasury stock and additional paid-in capital
during 1996, 1995 and 1994 were as follows:

Options for 83,442 shares were exercised in 1996
whereas options for 32,634 shares were exercised in the
prior year. During 1996 and 1995, options for 52,675 and
35,525 shares, respectively, were terminated. Options
for 526,787 shares were exercisable at September 30,
1996.
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AMDAHL CORPORATION
Consolidated Statements of Stockholders’ Equity
Unrealized
Holding
Gains
(Losses)

Common
Stock

Additional
Paid-in
Capital

Retained
Earnings

Cumulative
Translation
Adjustm ents

Balance at December 3 1 , 1993
Sale o f 2,057,964 shares, net of
repurchases, of com m on stock
under employee stock benefit plans
Income tax benefit arising from
employee stock option plans
Net income
Translation adjustm ents
Unrealized holding losses on
available-for-sale securities

$5,729

$507,895

$267,664

$8,918

103

9,513

—

—

—

2,448

—
—
(57)

—
—
—

2,448
74,804
(57)

Balance at December 3 0 , 1994
Sale of 2,622,920 shares, net of
repurchases, of com m on stock
under employee stock benefit plans
Income tax benefit arising from
employee stock option plans
Net income
Translation adjustm ents
Unrealized holding gains
on available-for-sale securities

(Dollars In thousands)

Balance at December 2 9 , 1995
Sale of 2,494,398 shares, net of
repurchases, of com m on stock
under employee stock benefit plans
Net loss
Translation adjustm ents
Unrealized holding losses
on available-for-sale securities
Balance at December 2 7 , 1996

$

-

Total
$790,206

9,616

—

—

—
74,804
—

—

—

—

—

(762)

(762)

5,832

519,856

342,468

8,861

(762)

876,255

131

17,513

—
—

4,900

—

—

—

—

5,963

125
—
—

—

—

17,644
—
—
2,071

—
—
—

—

—

4,427

4,427

542,269

370,995

10,932

3,665

933,824

13,421
—
—

—
(326,682)

—
—
(1 ,632)

—
—

13,546
(326,682)
(1 ,632)

—

—
28,527
—

4,900
28,527
2,071

—

—

—

—

(5,808)

(5,808)

$6,088

$555,690

$ 44,313

$9,300

$(2,143)

$613,248

Additional Paid-In Capital
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BROWNING FERRIS INDUSTRIES, INC. (SEP)
Consolidated Statement of Common Stockholders’ Equity
(In Thousands)
Shares of com m on stock;
Beginning of year
Stock option exercises
Com m on stock issuances related to Public offering
Dividend Reinvestment Plan
BFI Employee Stock O wnership and Savings Plan
A cquisitions
Stock and Employee Benefit Trust
Retirements of com m on stock
Other

Stock and Employee Benefit Trust:
Beginning of year
Establishment of tru st
Reim bursem ent of treasury stock
Reim bursem ents of com m on stock
A djustm ent to market
End of year
Total com m on stockholders’ equity

•

•

174,232
867

38
318
555
15,000
22
213,441

60
197,085

$35,581
94

$32,854
71

$29,044
145

—

—
—

(431)
20
35,572

3
35,581

10
32,854

1,801,407
3,868

1,351,919
(933)

743,265
17,528

—

—

—
—

75,289
62,388
(275,311)
$2,510,278

—
—

—

—

(801)
1,801,407
•

(412,988)

—

(27,027)

—

(74,858)
(862)
1,730,612
•

431,307
2,587
16,628
139,788

—

1,137
9,459
8,245
456,874
2,534

(62,388)

•

2,588
16
100
951

6
53
93
2,501

—

•

—

—

2,908
21,404
29,133

•

—

(2,584)
127
213,390

—

•

15,525
96
597
5,708

—

17
126
165

End of year
•

197,085
423

—

End of year

•

213,441
563

—

Additional paid-in capital:
Beginning of year
Stock option exercises and related incom e tax benefit
Common stock issuances related to Public offering, net of issuance costs
Dividend Reinvestment Plan
BFI Employee Stock Ownership and Savings Plan
A cquisitions
Stock and Employee Benefit Trust
A djustm ent of Stock and Employee Benefit T rust to market
Issuance costs and present value of contract fees payable to
holders of Autom atic Common Exchange Securities
Retirements of com m on stock
Other

•

1994

—

End of year

•

1995

101
754
988

Common stock:
Beginning of year
Stock option exercises
Common stock issuances related to Public offering
Dividend Reinvestment Plan
BFI Employee Stock O wnership and Savings Plan
A cquisitions
Stock and Employee Benefit T rust
Retirements of com m on stock
Other

•

1996

•

—

(459,375)
48,921
—

(2,534)
(412,988)
$2,741,750

816
1,351,919
•

•

—
—
—
—
—
—

$2,391,680

Section 4: Stockholders’ Equity
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

17 (In Part): Employee Benefit Plans
Employee Stock Ownership and Savings Plan
the Company sponsors an employee stock ownership
and savings plan which incorporates deferred savings
features permitted under IRS Code Section 401(k). The
plan covers substantially all U.S. employees with one or
more years of service except for certain employees sub
ject to collective bargaining agreements. Eligible employ
ees may make voluntary contributions to one or more of
five investment funds through payroll deductions which,
in turn, will allow them to defer income for tax purposes.
The Company matches these voluntary contributions at a
rate of $.50 per $1.00 on the first 5% of total earnings
contributed by each participating employee. The Com
pany matches the voluntary contributions through open
market purchases or issuances of shares of the Com
pany’s common stock. The Company expenses its con
tributions to the employee stock ownership and savings
plan which for fiscal years 1996, 1995 and 1994 were
$11,752,000, $10,545,000 and $9,430,000, respectively.

FIELDCREST CANNON, INC. (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(TabularAmounts in thousands exceptpershare)
8 (In Part): Shareowners’ Equity
Transactions with respect to common stock and addi
tional paid in capital during the three years ended De
cember 31, 1996, were as follows:

Balance 12/31/93
Shares issued to
employee savings plans
Restricted shares award
Earned com pensation,
restricted stock
Preferred stock
issuance expense
Director stock
options exercised
Balance 12/31/94
Shares issued to
employee savings plans
Restricted shares
awarded
Restricted shares
canceled
Earned com pensation,
restricted stock
Director stock
options exercised
Balance 12/31/95
Shares issued to
employee savings plans
Restricted shares canceled
Earned com pensation,
restricted stock
Director stock
options exercised
Balance 12/31/96

Common Stock
Shares
Am ount

Additional
Paid in
Capital
Am ount

12,186,167

$12,186

$212,799

99,085
70,000

99
70

2,571
(70)

_

1,431

_

_

(73)

5,000

5

114

12,360,252

12,360

216,772

132,034

132

2,563

70,000

70

(70)

(5,460)

(5)

5

-

■

1,684

4,000

4

71

12,560,826

12,561

221,025

180,309
(4,241)

180

2,959
(104)

(4)

692
2,000

2

39

12,738,894

$12,739

$224,611

9 (In Part): Employee Pension and Savings Plans
The Company also sponsors employee savings plans
which cover substantially all employees. The Company
provides a match of 70% of employee contributions up to
two percent of compensation and a match of 20% of em
ployee contributions for the next two percent of compen
sation. The matching formula may be changed yearly at
the discretion of the Company. The match is contributed
quarterly in Common Stock of the Company. Expense of
the Company match was $3.1 million in 1996, $2.7 mil
lion in 1995 and $2.7 million in 1994.
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Additional Paid-In Capital

WM. WRIGLEY JR. COMPANY
Consolidated Statement of Stockholders’ Equity
(In thousands of dollars)
Common Stock
At beginning of year
Conversion of Class B shares
Retirement
A t end of year

1996

$12,205
70
—
12,275

1995

1994

12,177
52
(24)

12,078
99
—

12,205

12,177

Class B Common Stock
At beginning of year
Conversion to Com m on Stock

3,291
(70)

3,343
(52)

3,442
(99)

At end of year

3,221

3,291

3,343

1,625

1,781

1,467

Additional Paid-In Capital
At beginning of year
Options exercised and
stock awards granted
Expired put option
At end of year
Retained Earnings
At beginning of year
Net earnings
Dividends declared
Treasury stock retirem ent
At end of year
Treasury Stock
At beginning o f year
Purchases
Options exercised and
stock awards granted
Retirement
At end of year
Foreign Currency Translation
At beginning of year
Translation adjustm ent
At end o f year
Unrealized Holding Gain
At beginning of year
Marketable equity
securities adjustm ent
At end of year
Total stockholders’ equity

(1.387)
—
238

(156)
—
1,625

140
174
1,781

786,543
230,272
(118,303)
—

685,850
223,739
(114,852)
(8,194)

564,640
230,533
(109,323)
—

898,512

786,543

685,850

Additional paid-in capital primarily represents the excess
of fair market value of Common Stock issued from treas
ury on the date the shares of stock were awarded over
the average acquisition cost of the shares.
Treasury Stock is acquired for MIP plans or under a
resolution the Board of Directors adopted at its meeting
of August 18, 1993 authorizing the Company to pur
chase from time to time shares of the Company’s Com
mon Stock not to exceed $100,000,000 in aggregate
price. On August 19, 1992 the Board of Directors
adopted a resolution retiring the entire balance of shares
of Common Stock held in the corporate treasury at that
time and all subsequent acquisitions to the extent not re
quired for issuance under the MIP programs. On Decem
ber 22, 1995, 180,000 shares of Common Stock were
retired.
On June 9, 1994, the Company agreed to an unsolic
ited offer from the Wrigley Memorial Garden Foundation
to purchase 345,072 shares of Wrigley Common Stock in
four quarterly installments. The purchase amount was
based on the average New York Stock Exchange daily
closing price of the Company’s Common Stock during
each quarter. Purchases during 1994 and 1995 were
172,536 shares at an average price of $44.19 and
172,536 shares at an average price of $45.34, respec
tively.
Following is a summary of activity in the share bal
ances of Common Stock, Class B Common Stock and
Treasury Stock:
Common
Stock

Class B
Common

Treasury
Stock

Balance at 12/31/95
Conversion of
Class B shares
Treasury Stock
Purchases
Options Exercised and
Stock Awards
Granted

91,541

24,680

219

525

(525)

_

Balance at 12/31/96

92,066

(In thousands of shares)
(10,178)
(6,779)
4,046
—

(9,034)
(11,811)
2,449
8,218

—
(13,225)
4,191
—

(12,911)

(10,178)

(9,034)

(8,038)
(6,678)

(13,502)
5,464

(24,757)
11,255

(14,716)

(8,038)

(13,502)

11,404

7,855

18,312

3,549

(10,457)

(592)
10,812

11,404

7,855

$897,431

796,852

688,470

NOTES TO THE FINANCIAL STATEMENTS
Common Stock (In Part):
The Company’s Management Incentive Plan (MIP)
authorizes the granting of up to 5,400,000 shares of the
Company’s new or reissued Common Stock (including
492,222 shares issued under the predecessor 1984
Stock Award Plan) to key managers in various forms, in
cluding stock grants and stock appreciation rights.

115

(83)
24,155

251

452
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YORK INTERNATIONAL CORPORATION (DEC)
Consolidated Statements of Stockholders’ Equity
(In thousands,
except share data)

Balance,
December 31,1993
37,550,044
Net income
—
Exercise of stock options
65,738
Tax effect of options
exercised
—
Issuance of com m on
stock under executive
stock agreements
—
Issuance of com m on
stock under employees
stock purchase plan
—
Am ortization of unearned
com pensation
—
Purchase of treasury stock,
at cost
—
Cash dividends on com m on
stock ($.16 per share)
—
Currency translation adjustm ent —
•

•

Additional
Paid In
Capital

Common Stock Issued
Shares
A m ount

•

•

Balance,
December 3 1 , 1995
43,125,713
Net income
—
Issuance of com m on
stock under executive
stock agreements
2,000
Issuance of com m on
stock under employees
stock purchase plan
188,123
Other, prim arily exercise of
stock options
404,017
Tax effect of options
exercised
—
Am ortization of unearned
com pensation
—
Issuance of treasury stock,
at cost
—
Purchase of treasury stock,
at cost
—
Cash dividends on com m on
stock ($.36 per share)
—
Currency translation adjustm ent —
Balance,
December 3 1 , 1996

43,719,853

$188
—
—

$434,384
—

Retained
Earnings

Currency
Translation
Adjustm ent

$36,227
89,770
—

$(3,027)
—
—

258,599
—
—

$(9,220)

537

(297,000)

11,030

(1,326)

(211,714)

7,580

318

Unearned
Compen
sation

Treasury Stock
Shares
Am ount

$(1,585)
—

—

—

—

861

—

_

_

_

_

_

1,810

_

_

_

320,700

(11,920)

_

(5,941)
—

_

_

_

_

—

(11,189)

—

—

—

_
—
•

•

•

$216
—

(11,567)

•

•

$644,377
—

•

•

•

•

•

•

•

$14,024
147,909

$(22,426)
—

52,506
—

$(1,909)
—

$(9,468)
—

_

_

_

_

_

_

.

_

_

_

_

_

_

2,873

■

_

(1,928)

70

_

_

_

47,050

(2,036)

_

_

2
1

7,521

2

12,468
3,393

_
14

_

_

_

_

_

_

—

(15,602)
—

_

—

(1,052)

—

—

—

$219

$667,775

$146,331

$(23,478)

97,628

$(3,875)

$(6,595)

Additional Paid-In Capital

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Note 18 (In Part): Stockholders’ Equity
The 1992 Employee Stock Purchase Plan authorizes the
allocation of 1,500,000 shares of stock for the plan. The
purchase price of the shares under the purchase plan is
85% of the lower of the fair market value of shares at the
beginning of the period or end of the period. No compen
sation expense is recorded in connection with the plan.
In 1996, 1995 and 1994, there were 188,123 shares,
198,481 shares and 211,714 shares, respectively, pur
chased by employees at a price of $39.95 per share,
$31.39 per share and $29.54 per share, respectively.
During March 1995, the Stockholders approved an
amendment to the 1992 Omnibus Stock Plan. The
amended and restated 1992 Omnibus Stock Plan
authorizes the issuance of up to 3,000,000 shares of the
Company’s common stock as stock options or restricted
share awards, of which up to 3% of the total outstanding
shares are available for restricted share awards. The ex
ercise price of stock options granted under this plan are
not less than the fair market value of the shares on the
date the option is granted. The restricted shares are
granted at a price determined by the Board of Directors.
In 1996 and 1995, under the 1992 Omnibus Stock Plan,
key employees were awarded 2,000 and 22,500 shares,
respectively, of restricted stock generally vesting over
five years. Accordingly, unearned compensation of $0.9
million was recorded as a charge to equity in 1995 which
is being amortized over the vesting period.
In 1989, the Company adopted a management equity
plan whereby restricted stock may be awarded under
Executive Stock Agreements and stock options may be
granted under the 1989 Stock Option Plan to key em
ployees.
Changes in the number of shares under the stock op
tion plans are as follows:
1996

1995

W eighted
Average
Exercise
Shares
Price

W eighted
Average
Exercise
Shares
Price

Outstanding, January 1,
Granted
Exercised
Canceled

1,976,778
818,390
(404,017)
(25,292)

$35.14 1,463,522
46.91
668,100
29.97 (138,509)
46.68
(16,335)

$31.92
38.60
17.69
35.82

Outstanding
December 31,

2,365,859

39.97 1,976,778

35.14

Exercisable,
December 31,

1,551,061

$36.45 1,305,878

$33.37

Available,
December 31,

389,416

1,184,514

The exercise price of options outstanding and those ex
ercised under the stock option plans is $0.24 per share
for 1991, $31.75 to $33.75 per share for 1992, $34.25 to
$40.00 per share for 1993, $35.75 to $39.00 per share
for 1994, $38.25 to $46.00 per share for 1995, and
$46.00 to $54.875 per share for 1996 grants.

453

454

Section 4: Stockholders’ Equity

Purchase Method Acquisitions
W.W. GRAINGER, INC.
Consolidated Statements of Shareholders’ Equity

Treasury
Stock

Unearned
Restricted
Stock
Compensation

—

$(192)
—

(35)

—

47
—

—
—

—

—

—

25,375
72

81,796
4,746

(In thousands of dollars
except for per share amounts)

Common
Stock

Additional
Contributed
Capital

Balance at January 1 , 1994
Exercise of stock options
Cancellation of 650 shares of
restricted com m on stock
Am ortization of unearned
restricted stock com pensation
Net earnings
Cash dividends paid
($0.78 per share)

$25,342
33

$79,364
2,420

—
—
—

Balance at December 3 1 , 1994
Exercise of stock options
Am ortization of unearned
restricted stock com pensation
Net earnings
Cash dividends paid
($0.89 per share)
Balance at December 3 1 , 1995
Exercise of stock options
Issuance of 2,039,886 shares
of com m on stock
fo r business acquisition
Issuance of 235,000 shares
of restricted com m on stock
Am ortization of unearned
restricted stock com pensation
Purchase of 409,600 shares of
treasury stock
Cumulative translation
adjustm ents
Net earnings
Cash dividends paid
($0.98 per share)
Balance at December 3 1 , 1996

$

—

Cumulative
Translation
Adjustm ents
—

$837,391
—

35

—

—

96
—

—
—

127,874

—

—

(39,570)

—

925,695

(61)

—

$

—

—

42

—

—

—

—

—

—

—

—

—

6

—

Retained
Earnings

—

—

—

186,665

—

—

(45,227)

(19)

—
—

1,067,133
—

25,447
84

86,548
6,489

—
—

1,020

151,513

—

—

—

—

118

17,742

—

(17,860)

—

—

—

26

—

282

—

—

—

—

(32,090)

—

—

—

—
—

—
—

—
—

—
—

(2,262)
—

—
208,526

—

—

—

—

—

(50,035)

$26,669

$262,318

$(32,090)

$(17,597)

$(2,262)

$1,225,624

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 2—Business Acquisition
Effective December 2, 1996, the Company purchased
the stock of a subsidiary of Acklands Limited (a Cana
dian corporation). The business acquired is the largest
nationwide distributor of broad line industrial supplies in
Canada. The aggregate purchase price was approxi
mately $289,334,000 including transaction expenses.
The purchase consisted of cash payments and transac
tion expenses of $136,801,000 (funded principally by
short-term debt of $132,874,000) and the issuance of
2,039,886 shares of W.W. Grainger, Inc. common stock
valued at $152,533,000. The acquisition is being ac
counted for as a purchase, and accordingly, the financial
statements include results of operations from the date of
acquisition. The purchase included intangibles, including

trademarks and goodwill, valued at $173,420,000 to be
amortized over periods of five to forty years.
The following unaudited pro forma summary presents
the combined results of operations of the Company and
the acquired business, as if the acquisition had occurred
at the beginning of 1995. The pro forma amounts give ef
fect to certain adjustments, including the amortization of
intangibles, foreign currency translation, increased inter
est expense and income tax effects. This pro forma sum
mary does not necessarily reflect the results of
operations as they would have been if the businesses
had constituted a single entity during such periods and is
not necessarily indicative of results which may be ob
tained in the future.

Additional Paid-In Capital

(In thousands of dollars, except
for per share amounts)
Net sales
Operating earnings
Net earnings
Earnings per com m on and
com m on equivalent share

455

Years Ended December 31,
1996
1995
$3,847,665
$ 368,203
$ 216,680

$3,585,964
$ 336,336
$ 191,528

$

$

4.05

3.59

Debt Conversions
GENERAL SIGNAL CORPORATION
Statement of Shareholders’ Equity

(In millions, except per share data)
Balance at December 3 1 , 1993
Net earnings
Dividends declared ($ 0 .915 per share)
Purchase of com m on stock
Exercise of stock options and savings
and stock ow nership plan funding
Translation adjustm ents

Common
Stock

Additional
Paid-in
Capital

$77.1

$272.0

$583.1
80.7
(43.3)

—

—

—

—

—

—

—

9.1
—

—

0.3
—

Balance at December 3 1 , 1994
Restatement fo r Data Switch m erger
Net earnings
Dividends declared ($0.96 per share)
Purchase of com m on stock
Exercise of stock options and savings
and stock ow nership plan funding
Discontinued operations
Translation adjustm ents

77.4

Balance at December 3 1 , 1995
Net earnings
Dividends declared ($ 0 .975 per share)
Purchase of com m on stock
Exercise of stock options and savings
and stock ow nership plan funding
Conversion of 5.75% convertible
subordinated notes
Translation adjustm ents

77.9

Balance at December 3 1 , 1996

Retained
Earnings

—

281.1
4.8

—

—

—

—

—

—

620.5
(27.7)
36.1
(46.0)
—

18.3

_

—

—

—

—

—

304.2

—

—

—

—

—

—

0.3

12.4

Common
Stock in
Treasury

$(8.5)

$(398.5)

—
—
—

-

—

0.5

Cumulative
Translation
Adjustm ents

582.9
133.4
(48.9)

$78.2

—

$337.1

—

(18.5)
(2.0)

(3.6)
(12.1)
(0.1)
—
—
—

_
7.4
0.9
(3.9)

—

(419.0)
45.7
—
—

(18.0)
8.3
—
—

(383.0)
—

—

—

—

_

_

20.5
—

—

—

(1.2)
9.4
37.3

—

$667.4

2.5
$(1.4)

—

$(337.5)
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NOTES TO THE FINANCIAL STATEMENTS

Debt (In Part):

5.75% Convertible Subordinated
Notes due 2002 (convertible at
approxim ately $39.50 per share)
Commercial paper 1 9 9 6 , 5.6% ,
1 9 9 5 , 5.9%
lnd us trial Revenue Bonds due
2000-2014; no stipulated principal
repayments p rio r to m aturity
(prim arily variable rate)
Other long-term borrow ings

Less current m aturities

Short-term notes payable to banks

1996

December 31,
1995

$ 4 2 .6

$100.0

114.5

249.0

36.0
12.8

44.5
39.9

205.9
4.6

433.4
4.8

$201.3
$1.0

$428.6
$4.2

On December 12, 1996, the company called for the re
demption of its 5.75% convertible subordinated notes.
Through December 31, 1996, notes with a face value of
$57.4 had been converted into 1.5 million shares of the
company’s common stock, with an additional $39.3 con
verted into 1.0 million shares on January 2, 1997. The
balance of the notes of $3.3 was redeemed for cash.
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Additional P aid-In C ap ital

ROHR, INC.
Consolidated Statements of Shareholders’ Equity
Com m on Stock
Par Value
$1 a Share

Additional
Paid-In
Capital

Balance at July 3 1 , 1993
Stock plans activity
Net Income
M inim um pension liability adjustm ent

$17,996
46

$102,312
286

Balance at July 3 1 , 1994
Stock plans activity
Net income
M inim um pension liability adjustm ent

18,042
26

Balance at July 3 1 , 1995
Stock plans activity
Conversion of 7.75% Convertible
Subordinated Notes
Net Income
M inim um pension liability adjustm ent

18,068
253

102,887
1,472

4,009

38,297

Balance at July 3 1 , 1996

22,330

(In thousands)

NOTES TO FINANCIAL STATEMENTS
Note 7 (In Part): Indebtedness
The Company’s 7.75% Convertible Subordinated Notes
due May 2004 have no sinking fund requirements. The
Convertible Subordinated Notes are convertible at the
option of the holder into shares of the Company’s com
mon stock at a conversion price of $10.35 per share,
subject to adjustment under certain conditions. At the
Company’s option, the Convertible Subordinated Notes
are redeemable after May 1998 at a premium price of
104.7 percent, declining to par at maturity. During fiscal
1996, the Company exchanged 4.0 million shares of the
Company’s common stock for $37.8 million of these
notes. At July 31, 1996, $19.7 million of the 7.75% Con
vertible Subordinated Notes remained outstanding. The
shares of common stock issued in the exchanges in ex
cess of the shares required for conversion were valued
at $5.4 million, which was expensed during fiscal 1996.

Retained
Earnings

M inim um Pension
Liability
Adjustm ent

$75,241

$(13,306)

6,927
(42,593)
102,598
289

82,168

(55,899)

11,226
17,481
93,394

(38,418)

3,228
11,987
$142,656

$96,622

$(26,431)
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Preferred Stock Conversion
BOWATER INCORPORATED
Consolidated Statement of Capital Accounts

(In thousands, except
per share amounts)

Series B
Convertible
Preferred
Stock

Balance at
—
December 3 1 , 1993
$
—
Net loss
Dividends on:
—
Common ($.60 per share)
—
LIBOR ($1.93 per share)
—
Series B ($5.90 per share)
—
Series C ($7.86 per share)
—
Reduction in loan to ESOT
—
Foreign currency translation
—
Stock options exercised
Preferred stock issued
111,333
Use of treasury stock
—
Balance at
December 3 1 ,1 9 9 4

Additional
Paid-In
Capital

Retained
Earnings

Equity
A djustm ents

Loan to
ESOT

Treasury
Stock

—

$36,913
—

$332,661
—

$388,663
(4,824)

$(1,351)
—

$(11,245)
—

$(13,153)
—

—
—
—
—
—
—
—

—
—
—
—
—
—
208
—
—

—
—
—
—
—
—
4,329
—
—

(21,841)
(2,895)
(7,222)
(6,884)
—
—
—
—
(221)

—
—
—
—
—
(2,059)
—
—
—

—
—
—
—
1,602
—
—
—
—

—
—
—
—
—
—
—
—
1,443

25,465
—
$25,465

$37,121

$336,990

$344,852

$(3,410)

$(9,643)

$(11,710)

—

—

—

—

246,928

—

—

—

—

—

—

—
—
—
—
—

—
—
—
—
—
—

—
—
—
—
—
—
2,380

—
—
—
—
—
—
55,350

(22,600)
(4,005)
(8,050)
(5,910)
—
—
—

—
—
—
—
—
1,071
—

—
—
—
—
1,610
—
—

—
—
—
—
—
—
—

—

—

—

17,602

—

—

—

—

—

—

—

—

—

—

—
65

—
—

(10,789)
—

—
—

—
772

$111,333

$25,465

$39,501

$410,007

$541,205

$(13,128)

$(8,033)

$(10,938)

—

—

—

200,154

—

Net income
Dividends on:
—
Common ($.80 per share)
—
LIBOR ($2.42 per share)
—
Series B ($6.58 per share)
—
Series C ($8.40 per share)
—
Reduction in loan to ESOT
—
Foreign currency translation
—
Stock options exercised
Tax benefit on exercise of
—
stock options
Conversion of Series B
preferred into com m on
stock
(111,333)
Pension plan additional
m inim um lia b ility,
—
net of taxes of $670
—
Purchase o f com m on stock
Use of treasury stock
Balance at
December 3 1 , 1996

$

Common
Stock

$111,333

Net income
Dividends on;
Common ($.60 per share)
LIBOR ($2.67 per share)
Series B ($6.58 per share)
Series C ($8.40 per share)
Reduction in loan to ESOT
Foreign currency translation
Stock options exercised
Tax benefit on exercise of
stock options
Pension plan additional
m inim um liability, net of
tax benefit of $6,941
Use of treasury stock
Balance at
December 3 1 , 1995

Series C
Cumulative
Preferred
Stock

—

$

—

—

—

—

—
—
—
—
—

—
—
—
—
—
480

—
—
—
—
—
—
11,795

(30,241)
(2,420)
(8,050)
(2,220)
—
—
—

—
—
—
—
—
(289)
—

—
—
—
—
1,709
—
—

—
—
—
—
—
—
—

—

—

2,431

—

—

—

—

—

4,013

107,310

—

—

—

—

1,047

—
—

—

—

—

—

—

—

—

—
55

—
—

—
—

—
—

(98,762)
169

$43,994

$531,598

$698,301

$(12,370)

$(6,324)

$(109,531)

—

—

—

—

$25,465
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12 (In Part): Convertible and Cumulative Preferred Stock
In 1994, the company completed two public offerings of
preferred stock. The company sold 4,893,616 depositary
shares, priced at $23.50 per share, each representing
one-fourth of a share of 7% Series B Convertible Pre
ferred Stock referred to as Preferred Redeemable In
creased Dividend Equity Securities (PRIDES). The com
pany also sold 3,400,000 depositary shares, priced at
$25.00 per share, each representing one-fourth of a
share of 8.40% Series C Cumulative Preferred Stock.
The Series C Cumulative Preferred Stock has a liquida
tion value of $25.00 per depositary share.
In December 1996, pursuant to an optional redemption
provision in the Certificate of Designations for the
PRIDES, the company called for redemption on January
9, 1997, all of its outstanding depositary shares relating
to the PRIDES. The PRIDES were redeemed using
Bowater common stock at a conversion rate of .82 of a
common share for each depositary share, resulting in the
issuance of 4,012,765 common shares. The company re
flected this transaction in the Consolidated Balance
Sheet at December 3 1 , 1996.
The PRIDES were common stock equivalents for pur
poses of reporting earnings per share. At December 31,
1996, both the primary and fully diluted average common
shares outstanding reflected the issuance of 4,012,765
common shares. In the interim periods of 1996 and dur
ing 1995, primary and fully diluted average common
shares outstanding were calculated using a .82 for one
and a one for one conversion factor, respectively. In
1994, the PRIDES were antidilutive.
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SOUTHDOWN, INC.
Statement of Consolidated Shareholders’ Equity

(In millions)
Balance at December 3 1 , 1993
Net earnings
Issuance of Series D Preferred Stock
Dividends on preferred stock
Issuance expenses of capital stock
Exercise of stock options
Tax benefit fro m exercise of
stock options
Other
Balance at December 3 1 , 1994
Net earnings
Dividends on preferred stock
Exercise of stock options
Tax benefit fro m exercise of
stock options
Other

Preferred Stock
Shares
A m ount
3.0
—

$67.9
—

1.7
—
—

86.3
—
—

—

—

Common Stock
Am ount
Shares

—

17.0
—
—
—
—

$21.3
—
—
—
—

0.2

0.2

Capital
in excess of
Par Value
$127.6
—
—
—

(0.1)

—

—

0.1

0.1

1.8
1.4

4.6

$152.0

17.3
—
—

$21.6
—
—

$126.6
—
—

—

—

—

—

—

—

____

—
—
—
—

(9.4)
(1.6)

(2.2)

Treasury
Stock

$45.4
2.6
—

(4.0)
(0.2)

(0.1)

—

Reinvested
Earnings

—

—

$36.9
47.5
(9.8)
(0.1)

—

—
$

—
—

—

—

0.2

—
—

0.1
0.1

—

—

—

—

$127.0
—
—

$74.5
59.7
(7.7)
(7.4)

—

—

—

—

—

(0.1)

—

Balance at December 3 1 , 1995
4.6
—
Net earnings
—
Dividends on preferred stock
—
Dividends paid on com m on stock
Exercise of w arrants to purchase
com m on stock
—
Conversion of Series A and B Preferred
Stock into com m on stock
(2.9)
Exercise of stock options
Tax benefit fro m exercise of warrants
—
and stock options

$151.9
—
—

$21.6
—
—

—

17.3
—
—
—

—

1.3

1.6

18.4

—

—

(65.6)

3.3

4.1
0.1

61.5

—
(1.2)

—
—

—

—

—

—

—

$

—
—
—

—

—

Purchase of treasury stock

—

—

—

—
—

6.4
—

—
—

(5.6)

Balance at December 3 1 , 1996

1.7

$86.3

21.9

$27.4

$213.3

$117.9

$(5.6)

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
18 (In Part): Capital Stock
Preferred Stock—The Board of Directors is authorized to
designate series of preferred stock and fix the powers,
preferences and rights of the shares of such series and
the qualifications, limitations or restrictions thereon.
Series A and B Preferred Stock—In 1987, the Com
pany issued 1,999,998 shares of Preferred Stock, $.70
Cumulative Convertible Series A (Series A Preferred
Stock). As of December 31, 1995, 1,994,000 shares of
Series A Preferred Stock were issued and outstanding.
Dividends paid on the Series A Preferred Stock
amounted to approximately $1.0 million in 1996 and $1.4
million in both 1995 and 1994.
In 1988, the Company issued 960,000 shares of Pre
ferred Stock, $3.75 Convertible Exchangeable Series B
(Series B Preferred Stock). As of December 31, 1995,
914,360 shares of Series B Preferred Stock were issued
and outstanding. Dividends accrued or paid on the Se
ries B Preferred Stock amounted to approximately $1.7
million in 1996 and $3.4 million in both 1995 and 1994.

—

In late 1996, the Company called for redemption of all
of the shares of its Series A Preferred Stock and Series
B Preferred Stock. One hundred percent of the Series A
Preferred Stock was converted into 997,000 shares of
common stock prior to the redemption date. All but 300
shares of the Series B Preferred Stock were converted
into 2,285,000 shares of common stock prior to the re
demption date. Had these conversions taken place at the
beginning of 1996, primary earnings per share from con
tinuing operations, primary extraordinary charge net of
income taxes and primary net earnings per share would
have been reduced by $0.31, $0.08 and $0.23, respec
tively, for the year.
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Public Offerings
CINCINNATI MILACRON INC. (DEC)
Consolidated Statement of Changes in Shareholders’ Equity

4%
Cumulative
Preferred
Shares

Common
Shares
$1 Par Value

Capital in
Excess of
Par Value

Balance at year-end 1993
Stock options exercised and
restricted stock awarded fo r
203,404 com m on shares
Issuance of 6,998 treasury shares
Net earnings fo r the year
Cash dividends
Preferred shares ($4.00 per share)
Common shares ($.36 per share)
Foreign currency translation adjustm ents

$6.0

$33.5

$251.3

.2

4.1
.1

Balance at year-end 1994
Contribution of 118,180 com m on
shares to pension plan
Stock options exercised and
restricted stock awarded fo r
414,131 com m on shares
Net purchase of 8,756 treasury shares
Net earnings fo r the year
Cash dividends
Preferred shares ($4.00 per share)
Common shares ($.36 per share)
Foreign currency translation adjustm ents

6.0

Balance at year-end 1995
Issuance of 5,500,000 com m on shares
in public offering
Stock options exercised and restricted stock
awarded fo r 69,619 com m on shares
Issuance of 6,474 treasury shares
Net earnings fo r the year
Cash dividends
Preferred shares ($4.00 per share)
Common shares (1 3 6 per share)
Foreign currency translation adjustm ents

6.0

(In millions,
except share amounts)

Balance at year-end 1996

Reinvested
Earnings
(Deficit)

Cumulative
Foreign
Currency
Translation
Adjustm ents

Total
Stockholders’
Equity

$(151.2)

$(15.5)

$124.1

4.3
.1
37.7

37.7

4.0

( .2)
(12.2)
4.0

(11.5)

157.8

(.2)
(12.2)
33.7

255.5

.1

3.3

.5

(125.9)

3.4

7.4

7.9

(.2)

(.2)
105.6

105.6

8.7

(.2)
(12.3)
8.7

(2.8)

270.7

( .2)
(12.3)
(32.8)

34.3

266.0

5.5

123.0

128.5

1.0
.1

1.0
.1
66.3

66.3

(6.8)

(.2)
(13.4)
(6.8)

$(9.6)

$446.2

(.2)
(13.4)

$6.0

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Shareholders’ Equity (In Part)
In May 1996, the company completed the issuance of an
additional 5.5 million common shares through a public of
fering, resulting in net proceeds (after deducting issu
ance costs) of $128.5 million. The proceeds of the offer
ing were used to repay a portion of the promissory notes
issued to the seller in connection with the acquisition of
D-M-E.

$39.8

$390.1

$ 19.9
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UNITED STATES SURGICAL CORPORATION
Consolidated Statements of Changes in Stockholders’ Equity

(In thousands, except share data)
Balance at January 1 , 1994
Issuance of preferred stock (177,400 shares)
Common stock issued to employees-net
(577,991 shares)
Income tax benefit fro m stock
options exercised
Preferred stock dividends
Com m on stock dividends paid
($.08 per share)
Net income

Preferred
Stock

Additional
Paid-in
CapitalPreferred

$900

$190,600

Retained
Earnings

$6,400

$371,700

$178,300

100

7,900
1,100
(14,900)
(4,500)
19,200

Balance at December 3 1 , 1994
Common stock issued to employees-net
(329,799 shares)
Income tax benefit fro m stock
options exercised
Preferred stock dividends
Common stock dividends paid
($.08 per share)
Net income

900

Balance at December 3 1 , 1995
Issuance of com m on stock,
net (4,300,000 shares)
Common stock issued to employees-net
(1,780,534 shares)
Income tax benefit fro m stock
options exercised
Preferred stock dividends
Common stock dividends paid
($.08 per share)
Net income

900

Balance at December 3 1 , 1996

Common
Stock

Additional
Paid-in
CapitalCommon

190,600

6,500

380,700

178,100

5,300
8,200
(19,500)
(4,600)
79,200
190,600

6,500

394,200

400

141,400

200

39,100

233,200

49,200
(19,500)
(4,800)
109,100
$900

$190,600

$7,100

$623,900

$318,000
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Note B— Common Stock Offering
In the second quarter of 1996 the Company sold an ad
ditional 4.3 million shares of its Common stock in a pub
lic offering for approximately $141.8 million net of issu
ance costs. A portion of the proceeds was used to repay
certain domestic bank debt and the balance of the pro
ceeds which is reflected in the $106.7 million of cash and
cash equivalents at December 31, 1996 will be used for
general corporate purposes, including partially financing
the Company’s current tender offer (see Note C). The
impact of this issuance of common stock had an immate
rial effect on net income per common share in 1996.

Stock Compensation Tax Benefits
MICRON TECHNOLOGY, INC.
Consolidated Statements of Shareholders’ Equity

Shares

1994

1995

1996

(Dollars and shares in millions)

Am ount

Shares

Am ount

Shares

Am ount

Common stock
Balance at beginning of year
Stock sold
Stock option plan
Stock sp lit

206.4
0.4
2.0
—

$

20.6
0.1
0.2
—

101.9
0.2
1.4
102.9

$

10.2
0.0
0.1
10.3

40.1
0.1
0.8
60.9

Balance at end of year

208.8

$

20.9

206.4

$

20.6

101.9

$

391.5
11.1
11.5
20.6
—

$

368.3
5.6
14.3
13.6
(10.3)

$353.0
1.9
8.9
10.6
(6.1)

434.7

$

391.5

$368.3

670.8
844.1
(30.8)

$282.5
400.5
(12.2)

Additional capital
Balance at beginning of year
Stock sold
Stock option plan
Tax effect of stock purchase plans
Stock split
Balance at end of year
Retained earnings
Balance at beginning of year
Net income
Dividends paid

$1,484.1
593.5
(31.2)

$

Balance at end of year

$2,046.4

$1,484.1

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Income Taxes (In Part)
The tax benefit associated with the exercise of nonstatu
tory stock options and disqualifying dispositions by em
ployees of shares issued in the Company’s stock pur
chase plans reduced taxes payable by $20.6 million,
$13.6 million and $10.6 million for 1996, 1995 and 1994,
respectively. Such benefits are reflected as additional
capital.

$

4.0
0.0
0.1
6.1

$ 10.2

$670.8
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PEERLESS MFG. CO.
Consolidated Statements of Changes in Stockholders’ Equity

Common
stock

Additional
paid-in capital

Balances a s of J u ly 1 , 1993
Net earnings
Issuance of 3,000 shares of com m on stock
Forfeiture of 3,750 shares of com m on stock
Translation adjustm ent
Cash dividends paid ($.50 per share)
Am ortization of restricted stock grants
Income tax expense related to restricted
stock plans

$1,437,492

$2,384,702

Balances as of June 3 0 , 1994
Net earnings
Issuance of 12,000 shares of com m on stock
Forfeiture of 2,000 shares of com m on stock
Translation adjustm ent
Cash dividends paid ($.50 per share)
Am ortization of restricted stock grants
Income tax benefit related to restricted
stock plans

1,436,742

Balances as of June 3 0 , 1995
Net earnings
Translation adjustm ent
Cash dividends paid ($.50 per share)
Am ortization of restricted stock grants
Income tax expense related to restricted
stock plans

1,446,742

Balances as of June 3 0 , 1996

—

3,000
(3,750)

—

27,750
(27,031)

Cumulative
foreign
currency
translation
adjustm ent
$(108,918)
—

Retained
earnings
$7,319,498
780,275

—

—

—

—

32,855

—

—

—

—

—

—

—

—

—

—

—

—

—

12,000
(2,000)

(1,551)
2,383,870
—

123,000
(18,500)
—

(76,063)
—

—

—

—

—

56,110

—

—

—

—

—

—

—

—

—

—

—

$1,446,742

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note F—Restricted Stock Plans
The Company has a restricted stock plan whereby the
Company can award up to 75,000 shares of common
stock to employees. Sale of the stock awarded is re
stricted for five years from the date of grant. For the year
ended June 30, 1995, the Company awarded 12,000
shares of common stock which had a fair value at the
date of grant of $135,000. There were no awards for the
years ended June 30, 1994 or 1996. Compensation un
der the plan is charged to earnings over the restriction
period and amounted to $63,357, $67,234 and $18,907.
In 1996, 1995 and 1994, respectively. At June 30, 1996,
8,750 shares were available for issuance.

(3,549)
$2,489,879

—

—

—

2,493,428

7,381,682
1,226,246
—

132,173

—

5,058

(718,091)

—

—

—

—

—

(32,268)

—

$23,842

—

(721,122)
.

-------

—

7,886,806
789,721
—

(723,384)
—
—

$7,953,143

Unamortized
value
of restricted
stock grants
$(85,554)
—

(30,750)
30,781
—
—

35,682
—

(49,841)
—

(135,000)
20,500
—
—

67,234
—

(97,107)
—
—

63,357
—

$(33,750)

The Company has a restricted stock plan for non-em
ployee directors of the Company. Vesting is pro rata over
a three-year period. Pursuant to the plan, the maximum
number of shares that may be granted is 16,200 shares.
No awards have been made since 1991. Compensation
under the plans is charged to earnings over the vesting
period and amounted to $16,775 in 1994. At June 30,
1996, 5,400 shares were available for issuance.
The tax effect of income tax deductions that differ from
compensation expense under these plans is credited or
charged to additional paid-in capital.
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Common Stock Retirement
AMETEK, INC. (DEC)
Consolidated Statement of Stockholders’ Equity

Capital Stock
Preferred Stock
Common stock, $.01 par value
Balance at the beginning of the year
Common stock retirem ent
Reduction in par value fro m $1.00 per share to $.01 per share
Balance at the end of the year
Capital in Excess of Par Value
Balance at the beginning of the year
Employee stock options and savings plan
Reduction in par value of com m on stock
Common stock retirem ent
Other
Balance at the end of the year

$

349
(7)
—
342
783
2,943
—

(2,536)
—
1,190

1994

1995

1996

(Dollars In thousands)

$

—
372
(23)
—
349
7,382
2,093
—
(8,661)
(31)
783

$

—

46,414
(6,988)
(39,054)
372
6,389
976
39,054
(39,607)
570
7,382

Retained Earnings
Balance at the beginning of the year
Net income
Cash dividends paid
Common stock retirem ent

124,503
51,190
(7,853)
(9,997)

111,150
52,280
(7,983)
(30,944)

161,297
31,000
(8,910)
(72,237)

Balance at the end of the year

157,843

124,503

111,150

Net Unrealized Losses
Foreign currency translation;
Balance at the beginning of the year
Translation adjustm ents

(15,008)
1,281

(16,148)
1,140

(20,163)
4,015

Balance at the end of the year

(13,727)

(15,008)

(16,148)

Pension liability in excess of unrecognized p rio r service cost:
Balance at the beginning of the year
Adjustm ents during the year

(4,384)
1,802

(4,391)
7

(4,731)
340

Balance at the end of the year

(2,582)

(4,384)

(4,391)

Other (principally valuation allowance fo r marketable securities):
Balance at the beginning of the year
Appreciation (depreciation) in marketable securities
Other

701
233
—

(683)
1,384
—

3,262
(2,547)
(1,398)

Balance at the end of the year

934

701

(683)

Balance at the end of the year

(15,375)

(18,691)

(21,222)

Treasury Stock
Balance at the beginning of the year
Employee stock options and savings plan
Other

(19,885)
5,200
183

(24,502)
4,237
380

(27,142)
2,577
63

Balance at the end of the year
Total Stockholders’ Equity

(14,502)
$129,498

(19,885)

(24,502)

$87,059

$73,180
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

7 (In Part): Stockholders’ Equity
In June 1996, the Company announced a new $50 mil
lion stock repurchase authorization, and rescinded the
unused portion ($5.8 million) of the previous authoriza
tions, which had totaled $175 million. During 1996, the
Company repurchased 698,000 shares of its common
stock at an aggregate cost of $12.5 million. As of De
cember 31, 1996, shares repurchased since the incep
tion of the stock repurchase programs in March 1994 to
taled 12.2 million shares at an aggregate cost of $171
million. At December 31, 1996, $48.2 million was unex
pended under the outstanding stock repurchase authori
zation.
All of the repurchased shares have been retired as re
quired by the Company’s loan agreements, and such re
tired shares are considered authorized but unissued
shares. At December 31, 1996, shares outstanding to
taled 32,705,478 shares, compared to 32,857,523
shares outstanding at December 3 1 , 1995.
NOVELL, INC.
Consolidated Statements of Shareholders’ Equity

(Amounts in thousands)
Balance— Oct. 3 0 , 1993
Stock issued from stock plans
Stock plans’ income tax benefits
Shares canceled
Settlement of put warrants
Unearned stock com pensation
Cumulative translation adjustm ent
D istributions to shareholders
W ordPerfect fiscal year conversion
Net income
Balance— Oct. 2 9 , 1994
Stock issued fro m stock plans
Stock plans’ incom e tax benefits
Shares canceled
Unrealized gain on investments
Unearned stock com pensation
Cumulative translation adjustm ent
Net income
Balance— Oct. 2 8 , 1995
Stock issued fro m stock plans
Stock plans’ income tax benefits
Shares canceled
Shares repurchased and retired
Sale of put warrants
Settlement of put warrants
Unrealized loss on investments
Unearned stock com pensation
Cumulative translation adjustm ent
Net income
Balance— Oct. 2 6 , 1996

Common Stock
Shares
Am ount
359,431

$35,943

4,988
—

499
—

(64)
—
—
—
—

(6)
—
—
—
—

Additional
Paid-in
Capital
$485,253

—

—

—

—

—

364,355

$36,436

$645,419

7,315

732

(103)
—
—

—

(11)

$

35,814
21,747
(1,833)
104,438
—
—
—

—

—

Retained
Earnings

68,459
25,128
(1,525)
—

$(10,721)

$1,146,026

—
—
—
—
—
—

(612)

35,701
21,747
—
104,438
3,821
8,444
(65)
(39,856)
206,731

802,361

—
338,305

371,567

$37,157

$737,481

$1,140,666

7,651
—

765
—

—

346,059

$34,606

$309,831

—

1,451
23,427
5,506
(5,288)
—

—

$ 22,958

—
—
—
—
—
—
—
—
—
125,991
$1,266,657

2,771
(4,909)

—

—

—

$

—

—
—

(16)
(3,300)
—
—
—
—
—

—

—

—

—

(159)
(33,000)
—
—
—
—
—

—

—

—
—

58,485
14,027
(2,119)
(452,401)
(77,830)
32,188
—
—
—
—

1,839
—
3,821
8,444

(65)
(39,856)
206,731
$

Total

635,551

—

—

Other

(1 1 ,091)
—
1,655
—
—
—
(16,054)
8,013
(1,066)
—
$

4,415

$1,486,987
64,282
25,128
(85)
23,427
5,506
(5,288)
338,305
$1,938,262
48,159
14,027
(480)
(455,701)
(77,830)
32,188
(16,054)
8,013
(1,066)
125,991
$1,615,509
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H (In Part): Shareholders’ Equity
Pursuant to a share repurchase program whereby the
Company was authorized to repurchase up to 10% of its
outstanding common stock in fiscal 1996, the Company
repurchased and retired approximately 33 million shares
at a cost of approximately $456 million in fiscal 1996.

Redeemable Common Stock Reclassified
ERLY INDUSTRIES INC.
Consolidated Statements of Stockholders’ Equity

Balance
April 1 , 1993
Net income
Foreign currency adjustm ents
Com m on stock issued
Accretion of redeemable
com m on stock
Reclassification to reflect
reduction in par value of
ERLY com m on stock
Balance
March 3 1 , 1994
Net income
Foreign currency adjustm ents
Com m on stock issued
Accretion o f redeemable
com m on stock warrants
Balance
March 3 1 , 1995
Net income (loss)
Foreign currency adjustm ents
15% stock dividend
Cash payments in lieu of
fractional shares
Reclassification fro m redeemable
com m on stock
Common stock issued
Balance
March 3 1 , 1996

Common Stock
Dollars
Shares

Additional
Paid-in
Capital

3,186,956

$3,187,000

$12,687,000

187,809

60,000

651,000

Retained
Earnings
(Deficit)
$(24,119,000)
17,669,000

Cumulative
Foreign
Currency
Adjustm ents
$

(949,000)
(398,000)

3,374,765

34,000

—

3,213,000
16,157,000

(6,450,000)
9,275,000

(1,347,000)
(45,000)

250,000

43,507

3,418,272

34,000

16,407,000

1,750,000
(1,149,000)

512,314

5,000

5,639,000

(5,644,000)

(1,392,000)
50,000

4,284,985

$

1,796,000
37,000

43,000

$23,879,000

16,799,000
(1,149,000)
50,000

(3,000)

(3,000)
4,000

8,394,000
9,275,000
(45,000)
250,000
(1,075,000)

(1,075,000)

345,000
9,399

$(9,194,000)
17,669,000
(398,000)
711,000
(394,000)

(394,000)

(3,213,000)

Total
S tockholders’
Equity

1,800,000
37,000
$ (5,046,000)

$(1,342,000)

$17,534,000
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Note 11 (In Part): Redeemable Common Stock and
Common Stock Warrants
In fiscal 1992, ERLY issued 345,000 shares (as adjusted
for a 15% stock dividend) of ERLY common stock in ex
change for $5.4 million of debt. In conjunction with this
transaction, ERLY entered into an agreement to repur
chase all of such stock at a price of $5.22 per share, as
adjusted ($1,800,000 total obligation), at the option of
the stockholder, through December 31, 1997. These
shares were classified as redeemable common stock in
the consolidated balance sheets. In October 1995, the
stockholder sold the shares which were subject to the re
purchase agreement to a third party, thereby canceling
the repurchase agreement between ERLY and the stock
holder. Accordingly, these shares and the related $1.8
million obligation were transferred to common stock and
paid-in capital.

Stock Rights Offering
HURCO COMPANIES, INC.
Consolidated Statements of Changes in Shareholders' Equity

(Dollars in thousands)

Common Stock
Shares Issued
Am ount
& Outstanding

Additional
Paid-in
Capital
$45,517
—
—
29

$(28,885)
(5,791)

$45,546

$(34,676)
204

Balances, October 3 1 , 1993
Net loss
Translation of foreign currency financial statements
Exercise of com m on stock options

5,399,399

14,283

$540
—
—
1

Balances, October 3 1 , 1994
Net income
Translation of foreign currency financial statements
Exercise of com m on stock options

5,413,682

$541

11,620

2

27

Balances, October 3 1 , 1995
Net income
Stock Rights Offering
Translation of foreign currency financial statements
Exercise of com m on stock options

5,425,302

$543

$45,573

1,085,389
21,180

2

Balances, October 3 1 , 1996

6,531,871

$653

$50,312

—
—

—

—

—

—

—

—

—

—

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 12—Rights Offering
On July 3, 1996 the Company issued and sold 1,085,389
shares of common stock at a price of $4.63 per share
pursuant to a subscription rights offering. The net pro
ceeds of approximately $4.8 million were used to prepay
$3.1 million of installments of the Company’s outstanding
indebtedness to its senior lenders that were due on July
31, 1996. Of the amount prepaid, $1.4 million consisted
of bank debt bearing interest at a variable rate and $1.7

—

—

108
—

4,694

Accumulated
Deficit

—

—

—

—
$(34,472)
4,264

Foreign
Currency
Translation
Adjustm ent
$(4,085)
—

2
—
$(4,083)
—

(78)
—
$(4,161)
—

—

—

—

—

45

—

(455)
—

$(30,208)

$(4,616)

million represented an installment payment on the Com
pany’s Senior Notes. The balance of the net proceeds
was used to reduce outstanding revolving credit borrow
ings. Since the beginning of fiscal 1996, total indebted
ness has been reduced by $11.5 million, or 34%.
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Common Stock Warrants
FURNITURE BRANDS INTERNATIONAL, INC.
Consolidated Statements of Shareholders’ Equity
(Dollars in thousands)
Balance December 3 1 , 1993

Common
Stock

Paid-In
Capital

Retained
Earnings

Total

$50,004

$226,391

$62,162

$338,557

38,272

38,272

2,659
(98,563)

686
12
2,659
(104,792)

4,530

275,394

28,408

28,408

Net earnings
Common stock activity:
Stock option exercises
W arrant exercises - 983 shares
Foreign currency translations
D istribution of discontinued operations to shareholders

(6,229)
220,788

50,076

Balance December 3 1 , 1994
Net earnings
Com m on stock activity:
Stock option exercises
W arrant exercises - 564 shares
W arrant purchases -1 ,4 8 9 ,4 2 2 shares
Foreign currency translations

196
5
(2,789)
(58)

153
4
(2,789)

43
1

(58)
50,120

Balance December 3 1 , 1995
Net earnings
Com m on stock activity:
Sale of com m o n stock— 10,000,000 shares
Stock option grants and exercises
W arrant exercises - 1,227,052 shares
W arrant purchases - 3,578,399 shares
Com m on stock offering expenses of selling shareholders
Foreign currency translations

218,156

32,880

301,156

46,805

46,805
81,292
2,394
8,749
(19,961)
(764)
(14)

71,292
2,309
7,522
(19,961)
(764)

10,000
85
1,227

(14)
$278,554

$61,432

Balance December 3 1 , 1996

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

9 (In Part): Capital Stock
The Company’s restated certificate of incorporation in
cludes authorization to issue up to 100.0 million shares
of common stock with a $1.00 per share stated value. As
of December 31, 1996, 61,432,181 shares of common
stock were issued and outstanding. It is not presently an
ticipated that dividends will be paid on common stock in
the forseeable future and certain of the debt instruments
to which the Company is a party restrict the payment of
dividends.
Shares of common stock were reserved for the follow
ing purposes at December 3 1 , 1996:
Num ber of shares
Com m on stock options:
Granted
Available fo r grant
Com m on stock warrants

615
11

71
1

3,859,476
184,724
2,042,631
6,086,831

•

•

•

$419,657

$79,671

•

•

•

•

•

As of December 31, 1996, the Company had outstand
ing approximately 2.0 million warrants to purchase com
mon stock. Each warrant entitles the holder thereof to
purchase one share of common stock at $7.13 per share
(as adjusted for the November 17, 1994 distribution to
shareholders of the Company’s former footwear seg
ment). The warrants, which expire on August 3, 1999, in
clude a five year call protection which expires on August
3, 1997. The warrants trade on the over-the-counter
market.
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Par Value Reduced
LACLEDE STEEL COMPANY (DEC)
Consolidated Statements of Stockholders’ Equity
(In Thousands of Dollars)
Preferred stock
(416,667 shares issued)
Beginning balance
Sale of convertible preferred
stock
En ding balance

1996

$

-

1995

$

-

1994

$

-

83

___

___

83

—

—

Common stock - $0.01 par value
(4,056,140 shares issued)
Beginning balance
54,081
Reduction in par value of
com m on stock
(54,040)

54,081

Ending balance

41

54,081

54,081

247

247

247

Capital in excess of par value
Beginning balance
Sale of convertible preferred
stock
Reduction in par value of
com m on stock
Dividend on convertible
preferred stock

___

54,081
___

6,007
54,040
(156)

—

___

Ending balance

60,138

Retained earnings (deficit)
Beginning balance
Net earnings (loss)

(2,315)
(9,985)

7,822
(10,137)

3,360
4,462

Ending balance

(12,300)

(2,315)

7,822

M inim um pension liability
Beginning balance
Change

(35,495)
4,778

(8,407)
(27,088)

(15,098)
6,691

Ending balance

(30,717)

(35,495)

(8,407)

Total Stockholders’ Equity at
End of Year

$17,245

$16,518

247

247

$53,743

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 10. Preferred Stock
In July 1996 the Company issued 416,667 shares of Se
ries A 6% preferred stock to Ivaco Inc. and the executive
officers of the Company for $6,090,000, after expenses.
This transaction resulted in an increase in capital in ex
cess of par value of $6,006,667. On October 2 8 , 1996, at
a special meeting of the stockholders, an amendment
was approved to the Company’s Certificate of Incorpora
tion which reduced the par value of each share of com
mon stock from $13.33 per share to $.01 per share and
Increased the number of authorized common stock
shares from 5,000,000 shares to 25,000,000 shares. The
stockholders also approved the recapitalization of the
Company’s Series A 6% preferred stock. At such time
each share of the preferred stock became convertible
into common stock at the option of the holder at a con
version price of $3.20 into 4.69 shares of common stock.
In the event of voluntary or involuntary liquidation of the
Company, the holders of shares of Series A Preferred
Stock are entitled to receive liquidating distributions in
the amount of $15.00 per share plus accrued and unpaid
dividends before payment is made to holders of common
stock.

4 71

Additional Paid-In C apital

Change From No Par Value To Par Value
MCDONALD’S CORPORATION
Consolidated Statement of Shareholders’ Equity
(Certain columns omitted for presentation purposes)
(In millions, except
per share data)
Balance at December 3 1 , 1993

Preferred
stock issued
A m ount
Shares
11.4

Net income
Common stock cash dividends
(.23 per share)
Preferred stock cash dividends
(per share: $1.01 fo r Series B, $1.16
fo r Series C and $3,860 fo r Series E),
(net of tax benefits of $3.7)
Preferred stock conversion
(.2)
ESOP Notes payment
Treasury stock acquisitions
Translation adjustm ents
(including taxes of $50.8)
Common equity put options issuance
Stock option exercises and other
(including tax benefits of $20.3)
Balance at December 3 1 , 1994

11.2

Net income
Common stock cash dividends
($.26 per share)
Preferred stock cash dividends
(per share: $1.01 fo r Series B, $1.16
fo r Series C and $3,860 fo r Series E),
(net of tax benefits of $1.6)
Preferred stock conversion
(11.2)
ESOP Notes payment
Treasury stock acquisitions
Translation adjustm ents
(including taxes of $9.0)
Com m on equity put options expiration
Stock option exercises and other
(including tax benefits of $42.2)
Balance at December 3 1 , 1995

0.0*

$677.3

Common
stock issued
Am ount
Shares

Additional
paid-in
capital

Guarantee
of ESOP
Notes

Retained
earnings

$92.3

$256.7

$(253.6)

$7,612.6

830.3

1,224.4
(163.9)

(47.2)
.5

(3.1)

17.5

674.2

830.3

28.8

1.7

286.0

(234.4)

8,625.9
1,427.3
(181.4)

(40.5)
25.3

(316.2)

19.0

358.0

830.3

92.3

76.1

1.2

387.4

(214.2)

9,831.3
1,572.6

Net income
Common stock cash dividends
($.29 per share)
Preferred stock cash dividends
(per share: $3,860 fo r Series E)
Conversion to $.01 par value stock
ESOP Notes payment
Treasury stock acquisitions
Translation adjustm ents
(including taxes of $50.6)
Stock option exercises and other
(including tax benefits of $86.4)
Balance at December 3 1 , 1996

92.3

(203.3)
(27.6)
(84.0)

84.0
20.2

0.0 *

$358.0

830.3

$8.3

102.8

0.8

$574.2

$(193.2)

$11,173.0
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Capital Stock (In Part)
Change in par value
In May 1996, Company shareholders approved an in
crease in the number of authorized shares of Common
Stock from 1.25 billion with no par value to 3.5 billion
with $.01 par value. The change in par value did not af
fect any of the existing rights of shareholders and has
been recorded as an adjustment to additional paid-in
capital and common stock.

Restricted Stock Forfeiture
NASHUA CORPORATION (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Shareholders’ Equity (In Part)
The following summarizes the changes in selected
shareholder’s equity accounts for each of the three years
in the period ended December 3 1 , 1996.

(In thousands, except share data)

Common Stock
Shares
Par Value

Additional
Capital

Balance, December 3 1 , 1993
Stock options exercised and
related tax benefit
Translation adjustm ents and
gains and losses from certain
inter-com pany balances
Purchase of treasury shares

6,340,430

$6,340

$11,246

56,140

57

1,024

Balance, December 3 1 , 1994
Stock options exercised and
related tax benefit
Translation adjustm ents and
gains and losses fro m certain
inter-com pany balances
Restricted stock issuances
Unearned com pensation
Purchase of treasury shares
Reissuance of treasury shares

6,396,570

6,397

12,270

1,000

1

13

Balance, December 3 1 , 1995
Stock issued fo r Director com pensation
Translation adjustm ents and
gains and losses from certain
inter-com pany balances
Restricted stock issuances
Unearned com pensation
Restricted stock forfeiture
Purchase of treasury shares

6,502,570
4,685

Balance, December 3 1 , 1996

6,647,255

—

—

—

—

—

—

—

105,000

—

105

—

—

—

—

—

—

—

145,000
—

(5,000)
—

6,503
4

—

145
—

(5)
$6,647

—
1,299
(1,404)
—
—

12,178
69

—

1,873
(1,951)
(62)
—
$12,107

Cumulative
Translation
Adjustm ent
$(5,844)
—

916
—
(4,928)
—

Shares

Treasury Stock
Cost

(24,590)

$(785)

—

—

—

—

(60)

(2)

(24,650)

(787)

—

—

—

—

—

—

—

—

—

—

310

—
—

(4,618)
—

2,781

(110)
1,140

(2)
38

(23,620)

(751)

—

—

—

—

—

—

—

—

—

—

—
—
$(1,837)

—
(410)
(24,030)

—
(6)
$(757)

Additional Paid-In Capital

Stock Option and Stock Award Plans

The Company has four stock compensation plans at De
cember 31, 1996: the 1980 Stock Award Plan (“1980
plan”), the 1987 Stock Option Plan (“1987 plan”), the
1993 Stock Incentive Plan (“1993 plan”), and the 1996
Stock Incentive Plan (“1996 plan”). Awards may no
longer be granted under the 1980 plan, the 1987 plan
and the 1993 plan. Awards under the 1996 plan are
made at the discretion of the Leadership and Compensa
tion Committee (formerly the Executive Salary Commit
tee) of the Board of Directors (“the Committee”).
Under the 1980 plan, stock options awarded which are
outstanding at December 3 1 , 1996, are currently exercis
able and expire on the tenth anniversary of the date of
grant.
Under the 1987 plan, nonqualified stock options and
incentive stock options have been awarded and become
exercisable either (a) 50 percent on the first anniversary
of grant and the remainder on the second anniversary of
grant, (b) 100 percent at six months from the date of
grant, (c) 100 percent at one year from the date of grant,
or (d) otherwise as determined by the Committee. Cer
tain options may become exercisable immediately in the
event of a change of control as defined under this plan.
Nonqualified stock options expire 10 years and one day
from the date of grant, and incentive stock options expire
10 years from the date of grant.
Under the 1993 plan, nonstatutory stock options, in
centive stock options and shares of performance based
restricted stock have been awarded. Under the 1996
plan, nonstatutory stock options, incentive stock options
and shares of performance based restricted stock may
be awarded. Stock options under both plans generally
become exercisable either (a) 50 percent on the first an
niversary of grant and the remainder on the second anni
versary of grant, (b) 100 percent at one year from the
date of grant, or (c) otherwise as determined by the
Committee. Certain options may become exercisable im
mediately in the event of a change in control as defined
under these plans. Nonstatutory stock options under
both plans expire 10 years and one day from the date of
grant, and incentive stock options expire 10 years from
the date of grant. Performance based restricted stock
awards under both plans have been granted to certain
key executives and are earned only if the closing price of
the Company’s common stock meets specific target
prices for certain defined periods of time. During 1996,
the Company granted 120,000 shares of performance
based restricted stock under the 1993 plan and 25,000
shares of performance based restricted stock under the
1996 plan. Under both plans, restrictions on such shares
lapse in equal amounts when the average closing price
of the Company’s common stock reaches $20, $25 and
$30, respectively, for a consecutive 30 trading day pe
riod. Shares issued under the plans are initially recorded
at their fair market value on the date of grant with a cor
responding charge to additional capital representing the
unearned portion of the award. Shares of performance
based restricted stock are forfeited if the specified aver
age closing prices of the Company’s common stock are
not met within five years of grant or the executive leaves
the Company.
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Benefit Trust
SAVANNAH FOODS & INDUSTRIES, INC.
Consolidated Statements of Changes In Stockholders’ Equity

(In thousands)
Balance at
October 3 , 1993
Net income
Cash dividends declared
Decrease in m inim um
pension liability
adjustm ent
Decrease in
note receivable
from employee stock
ow nership plan
Balance at
October 2 , 1994
Net loss
Cash dividends declared
Increase in m inim um
pension liability
adjustm ent
Increase in cum ulative
translation adjustm ent
Decrease in
note receivable
from employee stock
ownership plan
Balance at
October 1 , 1995
Net income
Cash dividends declared
Decrease in m inim um
pension liability
adjustm ent
Establish benefit
tru s t w ith treasury
stock (Note 7)
Increase in fa ir market
value of stock held by
benefit tru s t (Note 7)
Increase in cum ulative
translation adjustm ent
Balance at
September 2 9 , 1996

Common
Stock

Capital in
Excess of
Stated Value

$17,365

$12,190

Retained
Earnings

Treasury
Stock

M inim um
Pension
Liability
A djustm ent

$210,491
5,743
(14,169)

$(31,275)

$(9,453)

Stock Held
By Benefit
T rust

$

-

Other

Total

$(4,604)

$194,714
5,743
(14,169)

1,243

17,365

12,190

202,065
(3,493)
(8,396)

(31,275)

(8,210)

1,243

—

643

643

(3,961)

188,174
(3,493)
(8,396)

(6,632)

17,365

12,190

190,176
5,972
(2,624)

(31,275)

(14,842)

(6,632)

—

(425)

(425)

421

421

(3,965)

169,649
5,972
(2,624)

804

804

15,426

11,449

(8,125)

8,125

$17,365

$31,764

_

(26,875)

$193,524

$(15,849)

$(14,038)

$(35,000)

(74)

(74)

$(4,039)

$173,727
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Note 7 (In Part): Stockholders’ Equity
During fiscal 1996, the Company established a Benefit
Trust (the “Trust”) with 2,500,000 shares of treasury
stock. The Trust will enhance the Company’s financial
flexibility to provide funds to satisfy its obligations under
various employee benefit plans and agreements. The
shares may be sold at the Company’s discretion, until
March 31, 2011. However, the shares do not have to be
sold. Proceeds from the sales, if any, will be used to fund
eligible employee benefits. The employee benefits pay
able from the Trust are primarily included in the
$78,834,000 “Deferred employee benefits” liability.
Shares held by the Trust are not considered outstanding
for earnings per share calculations until they are sold,
but are considered outstanding for shareholder voting
purposes. The shares are voted based upon the voting
results of the shares held In the Company’s Employee
Stock Ownership Plan.
To record this transaction, the Company reduced
“Treasury stock” by the average cost of these shares to
the Company, or $15,426,000, and the fair market value
of the stock was recorded as “Stock held by benefit
trust”. “Capital in excess of stated value” was increased
for the difference of $11,449,000 between the cost of the
shares and their fair value. Each quarter, “Stock held by
benefit trust” is adjusted to the fair market value of the
shares held in the Trust, and an adjustment for the same
amount is made to “Capital in excess of stated value”. At
September 29, 1996, the market value of the stock was
$14.00 per share. Total stockholders’ equity will increase
as the shares are sold from the Trust.

O TH ER C O M PO N EN TS O F
S T O C K H O L D E R S ’ E Q U IT Y
Current accounting standards require that certain items
such as (1) foreign currency translation adjustments, (2)
unrealized gains and losses on certain investments in
debt and equity securities, (3) minimum pension liability
adjustments, and (4) unearned compensation expense
related to stock issuances to employees be presented as
separate components of stockholders’ equity. Statement
of Financial Standards No. 130, which is effective for fis
cal years beginning after December 15, 1997, defines
items 1-3 as items of other comprehensive income and
as such must be reported “in a financial statement that is
displayed with the same prominence as other financial
statements”.
Examples of reporting changes in items 1-4 follow.

Foreign Currency Translation Adjustments
BRISTOL-MYERS SQUIBB COMPANY (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 4—Foreign Currency Translation
Cumulative translation adjustments, which represent the
effect of translating assets and liabilities of the com
pany’s non-U.S. entities, except those in highly inflation
ary economies, were;
(Dollars in millions)

1996

1995

1994

Balance, January 1
Effect of balance sheet
translations:
Am ount
Tax effect

$327

$301

$332

38
(4)

21
5

(43)
12

Balance, December 31

$361

$327

$301

Included in net earnings were losses of $19 million in
1996, $33 million in 1995 and $44 million in 1994 result
ing from foreign currency transactions and translation ad
justments.
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ETHYL CORPORATION (DEC)

have no effect on net income. Transaction adjustments
for all foreign subsidiaries are included in income.

Consolidated Statements of Shareholders’
Equity
(In Thousands Of Dollars,
Except Share Data)
Common stock (authorized
400,000,000 shares)
Beginning balance
Issued upon exercise of
stock options and SARs
Purchased and retired
Ending balance
Additional paid-in capital
Beginning balance
Exercise of stock options
and SARs
Retirement o f purchased
com m on stock
Ending balance

14. Losses and Gains on Foreign Currency

1996

1995

1994

$118,444

$118,434

$118,405

10

76
(47)

118,444

118,434

118,444

2,799

—

2,706

2,450

93

858

—

(602)

2,799

2,799

2,706

Foreign currency translation
adjustm ents
Beginning balance
Translation adjustm ents
Spin-off of Albemarle
Corporation

2,090
(3,978)

(2,253)
4,343

(1,757)
3,647

Ending balance

(1,888)

2,090

(2,253)

286,795
92,972

272,050
73,963

633,483
97,755

Retained earnings
Beginning balance
Net income
Cash dividends declared:
First Preferred stock,
$6.00 per share
Common stock, $.50
per share
Dividend of com m on stock of
Albemarle Corporation,
at book value
Redemption o f 6% First
Preferred stock
Ending balance
Total shareholders’ equity

—

—

(4,143)

(12)
(59,222)

(59,218)

Foreign currency transaction adjustments resulted in a
loss of $3,158,000 in 1996 and gains of $1,827,000 in
1995 and $1,968,000 in 1994 and are included in in
come.
THE GILLETTE COMPANY (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Foreign Currency Translation
Net exchange gains or losses resulting from the transla
tion of assets and liabilities of foreign subsidiaries, ex
cept those in highly inflationary economies, are accumu
lated in a separate section of stockholders’ equity titled,
“Cumulative foreign currency translation adjustments.”
Also Included are the effects of exchange rate changes
on intercompany transactions of a long-term investment
nature and transactions designated as hedges of net for
eign investments.
An analysis of this account follows.
(Millions of dollars)

1996

1995

1994

Balance at beginning of year
Translation adjustm ents,
including the effect of
hedging
Related income tax effect

$(499.5)

$(400.0)

$(445.0)

18.4
(40.5)

(124.8)
25.3

48.5
(3.5)

Balance at end of year

$(521.6)

$(499.5)

$(400.0)

Included in Other charges are net exchange losses of
$32 million, $16 million and $81 million for 1996, 1995
and 1994, respectively.

(59,215)

OWENS-ILLINOIS, INC. (DEC)
(399,957)
—

—

SUMMARY OF SIGNIFICANTACCOUNTING POLICIES

(4)

320,545

286,795

272,050

$439,900

$410,128

$390,937

NOTES TO FINANCIAL STATEMENTS
1 (In Part): Summary of Significant Accounting Policies
Foreign Currency Translation
The financial statements of all foreign subsidiaries were
prepared in their respective local currencies and trans
lated into U.S. dollars based on the current exchange
rate at the end of the period for the balance sheet and a
weighted-average rate for the period on the statement of
income. Translation adjustments (net of deferred income
tax liability of $56,000 and income tax benefits of
$262,000 and $1,481,000 in 1996, 1995 and 1994, re
spectively), are reflected as foreign currency translation
adjustments in Shareholders’ Equity and accordingly

Foreign Currency Translation
The assets and liabilities of certain affiliates and associ
ates are translated at current exchange rates and any re
lated translation adjustments are recorded directly in
share owners’ equity. Certain of the Company’s major af
filiates which are located in Brazil, Venezuela and Po
land operate in “highly inflationary” economies. In such
cases, certain assets of these affiliates are translated at
historical exchange rates and all translation adjustments
are reflected in the statements of Consolidated Results
of Operations.
NOTES TO FINANCIAL STATEMENTS
Foreign Currency Translation
Aggregate foreign currency exchange gains (losses) in
cluded in other costs and expenses were $.5 million in
1996, $(10.1) million in 1995, and $(53.9) million in 1994,
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and resulted principally from translation of the balance
sheets of certain of the Company’s major affiliates which
are located in Brazil and Venezuela. Earnings on time
deposits and short-term investments in those countries
typically include an inflationary component, which has
substantially offset the exchange losses.
Changes in the cumulative foreign currency translation
adjustment were as follows:
1996

1995

1994

Balance at beginning of year
Net effect of exchange rate
fluctuations
Deferred income taxes

$(84.7)

$(67.8)

$(69.9)

(1.1)
3.5

(17.2)
.3

1.6
.5

Balance at end of year

$(82.3)

$(84.7)

$(67.8)

The net effect of exchange rate fluctuations generally re
flects changes in the relative strength of the U.S. dollar
against major foreign currencies between the beginning
and end of the year.
TECUMSEH PRODUCTS COMPANY
Consolidated Statements of Stockholders’ Equity
Common Stock

Foreign
Currency
Translation
Adjustm ent

Class A
$1 par value

Class B
$1 par value

Capital
in Excess
of Par Value

Balance, December 3 1 , 1993
Net income
Cash dividends
Translation adjustm ents

$16.4

$5.5

$29.9

$633.2
120.3
(29.5)

Balance, December 3 1 , 1994
Net income
Cash dividends
Translation adjustm ents

16.4

5.5

29.9

724.0
119.2
(35.2)

9.7

Balance, December 3 1 , 1995
Net income
Cash dividends
Translation adjustm ents

16.4

5.5

29.9

808.0
112.6
(36.8)

17.3

Balance, December 3 1 , 1996

$16.4

$5.5

$29.9

(Dollars In millions)

Retained
Earnings

$1.8

7.9

7.6

(5.4)
$883.8

$11.9

Total
Stockholders’
Equity
$686.8
120.3
(29.5)
7.9
785.5
119.2
(35.2)
7.6
877.1
112.6
(36.8)
(5.4)
$947.5

478

S ection 4: S tockholders’ Equity

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Note 2. Foreign Currency Translation
The assets and liabilities of the Company’s Canadian
and European subsidiaries are translated into U.S. dol
lars at current exchange rates and revenues and ex
penses are translated at average monthly exchange
rates. The resulting translation adjustments are recorded
in a separate component of stockholders’ equity;
(Dollars in millions)

1996

1995

Balance at January 1
Effect o f balance sheet translations;
Am ount
Tax effect

$17.3

$9.7

Balance at December 31

$11.9

(8.8)
3.4

11.3
(3.7)
$17.3

For the Company’s Brazilian subsidiary, which operates
In a highly Inflationary economy, inventory and plant and
equipment and related income statement items are
translated at historical exchange rates while other assets
and liabilities are translated at current exchange rates.
The resulting translation gain (loss) is included in net
earnings and was $2.5 million, $4.8 million, and $(1.1)
million in 1996, 1995 and 1994, respectively.
UNIVERSAL CORPORATION
Consolidated Statements of Changes in Shareholders’ Equity

Years Ended June 3 0 , 1 9 9 6 , 1995 and 1994

(In Thousands of Dollars)
Common Stock:
Balance at beginning of year
Issuance of com m on stock
Exercise of stock options
Common shares repurchased
Balance at end of year
Retained Earnings;
Balance at beginning of year
Net income
Cash dividends declared ($ 1 .015 per share in 1996;
$.99 in 1995; $.94 in 1994)
Balance at end of year
Foreign Currency Translation Adjustm ents;
Balance at beginning o f year
Translation adjustm ents fo r the year
Allocated income taxes
Balance at end of year
Shareholders’ Equity at End of Year

1996

1995

1994

$75,749
30
274

$75,287
214
248

$86,672
52
(11.437)

76,053

75,749

75,287

323,595
72,246

332,626
25,639

352,790
13,173

(35,568)

(34,670)

(33,337)

360,273

323,595

332,626

(9,385)
(14,893)
5,257

(23,315)
21,240
(7,310)

(18,440)
(7,552)
2,677

(19,021)

(9,385)

(23,315)

$417,305

$389,959

$384,598
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Note 1 (In Part): Summary of Significant Accounting
Policies
Translation of Foreign Currencies
The financial statements of foreign subsidiaries, where
the local currency is the functional currency, are trans
lated into U.S. dollars using exchange rates in effect at
period end for assets and liabilities and average ex
change rates during each reporting period for results of
operations. Adjustments resulting from translation of fi
nancial statements are reflected as a separate compo
nent of shareholders’ equity.
The financial statements of foreign subsidiaries where
the U.S. dollar is the functional currency and which have
certain transactions denominated in a local currency are
remeasured as if the functional currency were the U.S.
dollar. The remeasurement of local currencies into U.S.
dollars creates translation adjustments which are in
cluded in net income. Exchange losses in 1996, 1995
and 1994 resulting from foreign currency transactions
were $3.6, $4.7 and $3.7 million, respectively (including
$3.5, $2.6 and $6.7 million resulting from foreign cur
rency translation losses) and are included in the respec
tive statements of income.
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Unrealized Gains And Losses On Certain
Investments
ALUMINUM COMPANY OF AMERICA (DEC)
Statement of Shareholders’ Equity
(In millions, except
share amounts)

Preferred
stock

Common
stock

Additional
capital

Translation
adjustm ent

Retained
earnings

Balance at end of 1993
$55.8
Net income— 1994
Cash dividends
Preferred @ $3.75 per share
Com m on @ $.80 per share
Tw o-for-one stock split
Stock issued:
com pensation plans
M inim um pension liability
adjustm ents
Translation adjustm ents

$88.8

$715.9

$(188.5)

$2,946.1
375.2

Balance at end of 1994
Net income— 1995
Cash dividends;
Preferred @ $3.75 per share
Common @ $.90 per share
Treasury shares purchased
Stock issued:
com pensation plans
M inim um pension liability
adjustm ents
Translation adjustm ents

55.8

178.7

Balance at end of 1995
Net income— 1996
Cash dividends;
Preferred @ $3.75 per share
Common @ $1.33 per share
Treasury shares purchased
Stock issued:
com pensation plans
Change in market value of
securities available fo r sale
M inim um pension liability
adjustm ents
Translation adjustm ents

55.8

Balance at end of 1996

Net
Unrealized
gains
—

Unfunded
pension
obligation

Treasury
stock

$(7.0)

$(27.3)

(2.1)
(142.3)
89.3

(89.3)

.6

36.9

(3.0)

27.2
3.0

119.9
663.5

(68.6)

3,173.9
790.5

—

(4.0)

(.1)

(2.1)
(160.4)
(224.9)
.2

(26.4)

(1.8)

86.1
(5.3)

(10.4)
178.9

637.1

(79.0)

3,800.1
514.9

—

(9.3)

(138.9)

(2.1)
(232.1)
(317.2)
1.8

(45.2)

84.8
$23.4
3.5

(14.1)
$55.8

$178.9

$591.9

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Dollars in millions)
S (In Part): Financial Instruments
Investments Available for Sale
The fair value of investments is determined based on
readily available market values. Investments in market
able equity securities are classified as “available for sale”
and are carried at fair value. This resulted in an adjust
ment to shareholders’ equity of $23.4, net of $12.7 in
taxes, in 1996. Unrealized gains and losses in the prior
year were not material.

$(93.1)

$4,082.6

$23.4

$(5.8)

$(371.3)
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ASARCO INCORPORATED (DEC)
Consolidated Statement of Changes in Common
Stockholders’ Equity
1996

1995

1994

$679,991

$679,991

$679,991

131,600
(75,289)

91,627
39,973

112,729
(21,102)

56,311

131,600

91,627

976,107
138,336
(34,174)
(7,813)
(6,265)

853,169
169,153
(29,645)
(15,656)
(914)

808,143
64,034
(16,765)
(11,484)
9,241

1,066,191

976,107

853,169

Treasury Stock
Balance at beginning of year
Purchased
Used fo r corporate purposes

(80,214)
(568)
15,234

(107,400)
(1,130)
28,316

(129,265)
(245)
22,110

Balance at end of year

(65,548)

(80,214)

(107,400)

$1,736,945

$1,707,484

$1,517,387

(Dollars in thousands)
Common Stock
Balance at beginning and end of year 45,039,878 shares
Unrealized Gains on Securities Reported at Fair Value
Balance at beginning o f year
Net increase (decrease) in fa ir value
Balance at end of year
Retained Earnings
Balance at beginning of year
Net earnings
Dividends paid to com m on stockholders
Treasury stock issued at less than cost
Foreign currency adjustm ent
Balance at end o f year

1996— 2,216,015 shares
1995— 2,469,125 shares
1994— 2,937,788 shares
Total Common Stockholders’ Equity

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
6 (In Part): Investments
In a c c o r d a n c e w ith t h e p r o v is io n s o f S F A S N o . 1 1 5 ,
a v a ila b le - f o r - s a le s e c u r itie s a r e c a r r ie d a t f a ir v a lu e . U n r e a liz e d g a in s a t D e c e m b e r 3 1 , 1 9 9 6 o f $ 5 6 . 3 m illio n
(n e t o f d e fe r r e d t a x e s o f $ 3 0 . 3 m illio n ) , c o m p a r e d w ith
u n r e a liz e d g a in s o f $ 1 3 1 .6 m illio n ( n e t o f d e f e r r e d t a x e s
o f $ 7 0 . 9 m illio n ) a t D e c e m b e r 3 1 , 1 9 9 5 w e r e in c lu d e d a s
a c o m p o n e n t o f s to c k h o ld e r s ’ e q u ity .

A v a ila b le - fo r - s a le a n d o t h e r c o s t in v e s tm e n ts w e re :
At December 31,

(In millions)
1996
Available-for-sale:
Grupo Mexico
M IM
Other equity securities
Debt securities
Other cost investments

Cost

Unrealized Holding
Gains (Losses)

$299.3

$79.6

23.9
28.3
4.6

Total

$

Total

—

$378.9

7.1

—
(0.1)
—

31.0
28.2
4.6

$356.1

$86.7

$(0.1)

$442.7

1995
Available-for-sale:
Grupo Mexico
M IM
Other equity securities
Debt securities
Other cost investments

$299.2
266.8
21.8
28.9
3.0

$127.8
69.0
4.6
1.1

$

—
—
—
—
—

$427.0
335.8
26.4
30.0
3.0

Total

$619.7

$202.5

$ —

$822.2

482

Section 4 : S tockholders’ Equity

Gross realized gains and losses on available-for-sale se
curities in 1996 were $60.1 million and $1.1 million, re
spectively, compared with gross realized losses of $0.3
million in 1995, and gross realized gains and losses of
$0.2 million and $1.0 million in 1994, respectively. The
net decrease in unrealized holding gains and losses, ex
cluding realized gains and losses, was $56.9 million in
1996 as compared with a net increase of $61.2 million in
1995. The debt securities have maturity dates ranging
from 1999 to 2028. The average cost method has been
used to determine the realized gain or loss on securities
sold.
THE READER’S DIGEST ASSOCIATION, INC.
Consolidated Statements of Changes in Stockholders’ Equity

(In millions, except
per share data)

Common
Stock

Unamortized
Restricted
Stock

Paid-In
Capital

Retained
Earnings
$916.4
246.3
—

Foreign
Currency
Translation
Adjustm ents

Treasury
Stock

$ —
—

$(180.7)
—
—

Total

Balance at June 3 0 , 1993
Net income
Translation adjustm ent
Common stock repurchased
Common stock issued under
various plans
Dividends on com m on stock
($1.35 per share)
Dividends on preferred stock
Net unrealized gains on certain
investments, net of tax

$1.4
—
—

$(1.1)
—
—

$77.3
—
—

—

—

—

0.5
—
—

—

—

—

—

—

11.9

—

11.9

Balance at June 3 0 , 1994

$1.4

$(0.6)

$90.3

$1,005.0

$(22.1)

$11.9

$(323.7)

$791.0

264.0
—
—

—

—

—

21.8

—

—
(280.2)

264.0
21.8
(280.2)

—

—

(1.4)

26.5

(174.2)
(1.3)

—

—

—

(174.2)
(1.3)

Net income
Translation adjustm ent
Common stock repurchased
Common stock issued under
various plans
Dividends on com m on stock
($1.55 per share)
Dividends on preferred stock
Net unrealized losses on certain
investments, net of tax
Balance at June 3 0 , 1995
Net income
Translation adjustm ent
Common stock repurchased
Common stock issued under
various plans
Dividends on com m on stock
($1.75 per share)
Dividends on preferred stock
Net unrealized losses on certain
investments, net of tax
Balance at June 3 0 , 1996

—

—
—

—

—

—

(150.3)

$806.2
246.3
13.8
(150.3)

13.0

—

—

—

7.3

20.8

—
—

(156.4)
(1.3)

—
—

—

—

—

_

(156.4)
(1.3)

—

—

—

—

—

—

—

—

—

—

—
—-

(0.1)

28.0

—

$(35.9)
—

Net
Unrealized
(Losses)
Gains on
Investments

13.8

—

—

—

—

—

—

—

—

—

(6.8)

—

(6.8)

$1.4

$(0.7)

$118.3

$1,093.5

$(0.3)

$ 5.1

$(605.3)

$640.8

_

_

_

—

—

—

—

—

—

80.6
—

—

—

—

(13.9)
—

—

—
(62.9)

80.6
(13.9)
(62.9)

—

(1.1)

20.0

—

—

—

11.9

30.8

—
—

—

—
—

(188.8)
(1.3)

—

—

—

(188.8)
(1.3)

(6.4)

—

(6.4)

$(1.3)

$(656.3)

$478.9

—

-

—

—

—

—

—

$1.4

$(1.8)

$138.3

$984.0

$(14.2)
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

1 (In Part): Summary of Significant Accounting Policies
Short-Term Investments and Marketable Securities
Short-term investments and marketable securities are
composed primarily of government and corporate fixed
income securities. These securities are classified as
available-for-sale and carried at fair value, based on
quoted market prices. The net unrealized gains or losses
on these investments are reported as a separate compo
nent of stockholders’ equity, net of tax. While it is the
company’s intent to hold such securities until maturity,
management will occasionally sell particular securities
for cash flow purposes. The specific identification
method is used to compute the realized gains and losses
on debt and equity securities.
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Minimum Pension Liability Adjustments
THE PERKIN-ELMER CORPORATION
Consolidated Statements of Shareholders’ Equity

Common
Stock $1.00
Par Value

Capital In
Excess Of
Par Value

Balance at June 3 0 , 1993
$45,600
Net income
Cash dividends
Share repurchases
Shares issued under
stock plans
M inim um pension liability
adjustm ent
Foreign currency translation
adjustm ents
Other

$178,739

Balance at June 3 0 , 1994
$45,600
Net income
Cash dividends
Share repurchases
Shares issued under stock plans
Tax benefit related to employee
stock options
M inim um pension liability
adjustm ent
Unearned com pensationrestricted stock plan
Foreign currency translation
adjustm ents
Other

$178,739

Balance at June 3 0 , 1995
$45,600
Net income
Cash dividends
Share repurchases
Shares issued under stock plans
Tax benefit related to employee
stock options
M inim um pension liability
adjustm ent
Restricted stock plan
Unrealized gain on investm ent
Foreign currency translation
adjustm ents
Other

$176,699

(Dollar amounts and
shares in thousands)

Balance at June 3 0 , 1996

$45,600

Retained
Earnings
$163,861
51,127
(29,813)

Foreign
Currency
Translation
A djustm ents
$(3,931)

Unrealized
Gain on
Investm ent
$

-

M inim um
Pension
Liability
Adjustm ent
$(31,859)

(3,695)

Treasury Stock
At Cost
Shares
$(45,805)

(1,656)

(59,615)

(1,841)

21,121

846

$(84,299)

(2,651)

(40,297)
14,208

(1,386)
477

2,066

70

$(108,322)

(3,490)

(41,028)
52,283

(800)
1,559

993

30

(4,400)
9,452
(350)
$181,130
66,877
(28,618)

$5,521

$

-

$(36,259)

(3,929)
34
1,814
(2,074)

8
4,284
(105)
$215,363
13,944
(29,095)

$9,805

$

-

$(34,445)

(5,627)
5,280
5,080
4,079
23,245
(9,359)

(1,081)

28
$186,058

$194,613

$446

$23,245

$(29,365)

$(97,155)

(2,701)
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Note 5 (In Part): Retirement and Other Benefits
Pension Plans. The Company maintains or sponsors
pension plans that cover substantially all worldwide em
ployees. Pension benefits earned are generally based on
years of service and compensation during active employ
ment. However, the level of benefits and terms of vesting
vary among the plans. Pension plan assets are adminis
tered by trustees and are principally invested in equity
and fixed income securities. The funding of pension
plans is determined in accordance with statutory funding
requirements.

A minimum pension liability adjustment is required
when the actuarial present value of accumulated benefits
exceeds plan assets and accrued pension liabilities. The
minimum liability adjustment, less allowable intangible
assets, net of tax benefit, is reported as a reduction of
shareholders’ equity.
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SPS TECHNOLOGIES, INC.
Statements of Consolidated Shareholders’ Equity

(Thousands of dollars)
Balance, December 3 1 , 1993
Issuance of com m on shares
under stock option plans
Issuance of treasury shares
under stock option plans
Issuance of treasury shares
under rights offering
Net earnings
M inim um pension liability
changes
Foreign currency translation
adjustm ent including $677
w rite -o ff related to the sale
of subsidiary

Common
Stock

Additional
Paid-In
Capital

Retained
Earnings

M in im u m
Pension
Liability

Treasury
Stock

Cumulative
Translation
Adjustm ents

Total
Shareholders’
Equity

$6,362

$59,704

$60,516

$(1,780)

$(10,144)

$(11,831)

$102,827

16

355
22
8,043

12

34

4,142

12,185
3,200

3,200
545

Balance, December 3 1 , 1994
Issuance of com m on shares
under stock option plans
Issuance of treasury shares fo r
business acquired
Net earnings
M inim um pension liability
changes
Foreign currency translation
adjustm ent
Other

6,378

68,124

69

2,039

Balance, December 3 1 , 1995
Issuance of com m on shares
under stock option plans
Acquisition of treasury shares
under stock option plans
Net earnings
M inim um pension liability
changes
Foreign currency translation
adjustm ent
Stock con tribu tion to pension
plan

6,451

74,685

195

7,060

Balance, December 3 1 , 1996

371

63,716

(1,235)

545

(5,990)

4,942

4,942

(6,889)

124,104
2,108

4,522

1,145

5,667
14,875

14,875
(1,391)

(1,391)
283

4

•

(1)
78,591

(2,626)

(4,846)

(6,606)

(3,253)

(3,253)
22,300

369

369
4,281

4,281

$(2,325)

$177,596

179

816
$82,561

145,649
7,255

22,300

$6,646

283
3

$100,891

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
13 (In Part): Retirement Plans and Other Benefits
Under the requirements of Statement of Financial Ac
counting Standards (SFAS) No. 87, “Employers’ Ac
counting for Pensions,” an additional minimum pension
liability for certain plans, representing the excess of ac
cumulated benefits over plan assets and accrued pen
sion costs, was recognized at December 31, 1996 and
1995. A corresponding amount was recognized as an in
tangible asset, to the extent of unrecognized prior serv
ice cost and unrecognized transition obligation, with the
balance recorded as a separate reduction of sharehold
ers’ equity.

$(2,257)

$(7,920)

995
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WESTPOINT STEVENS INC.
Consolidated Statements of Stockholders’ Equity (Deficit)

Common
Shares

Common
Stock
and Capital
in
Excess of
Par
Value

Balance, January 1 , 1994
Exercise of management
stock options
Purchase of treasury shares
Net loss
Change in m inim um pension
liability adjustm ent

34,266

$323,727

53

666

Balance, December 3 1 , 1994
Exercise of management
stock options including
tax benefit
Purchase of treasury shares
Redemption of purchase rights
Net loss
Change in m inim um pension
liability adjustm ent

34,319

324,393

278

3,490

Balance, December 3 1 , 1995
Exercise of management stock
options including tax benefit
Issuance of stock pursuant to
Stock Bonus Plan including
tax benefit
Purchase of treasury shares
Net income
Change in m inim um pension
liability adjustm ent

34,597

327,850

110

1,532

Balance, December 3 1 , 1996

34,707

(In thousands)

Treasury Stock
Shares
Am ount

Accumulated
Deficit

M inim um
Pension
Liability
Adjustm ent

$(4,417)

$(427,521)

$(32,072)

(491)
____

____

(172)

(2,377)

—

—

—

—

—

—

____

—

—

—

(203,364)

—

666
(2,377)
(203,364)

8,158

8,158

(6,794)

(630,885)

(23,914)

(337,200)

(1,958)

(34,257)
—

—
—
(129,848)

—
—

—

—

(33)

—

—

—

—

—

—

—

—

—

(2,621)

58
(1.293)

(8,089)

(8,089)
(505,937)

____

____

____

1,532

—

—

1,226
(30,491)

—

—

—

—

—

—

—

3 (In Part): Employee Benefit Plans
Pension Plans
The provisions of Financial Accounting Standards Board
Statement No. 87 Employers’ Accounting for Pensions
(SFAS No. 87) require recognition in the balance sheet
of an additional minimum liability for pension plans with
accumulated benefits in excess of plan assets. At De
cember 31, 1996 and 1995, minimum pension liability
adjustments of $10.2 million ($6.4 million after related in
come taxes) and $52.0 million ($32.0 million after related
income taxes), respectively, are included in the accom
panying Consolidated Balance Sheets.

(33)
(129,848)

(32,003)

—

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

—

3,490
(34,257)

(760,733)

—

(3,856)

—

(41,051)

—

$329,394

—

—

$(140,283)

(663)

—

12

____
—

Total

$(70,316)

—

57,665
—

$(703,068)

—

1,238
(30,491)
57,665

25,595

25,595

$(6,408)

$(450,398)

488

Section 4: Stockholders’ Equity

Unearned Compensation Expense
BAUSCH & LOMB INCORPORATED (DEC)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 11 (In Part): Shareholders’ Equity
Changes in shareholders’ equity accounts are summa
rized below:
Common And Class B

Balance at
December 2 5 , 1993
Shares issued under
stock option plans and
restricted stock awards
Repurchase of Common and
Class B stock
Foreign currency
translation adjustm ent
Balance at
December 3 1 , 1994
Shares issued under
stock option plans and
restricted stock awards
Repurchase of Common
and Class B stock
Am ortization of unearned
com pensation
Foreign currency
translation adjustm ent

Shares
(000s)

Other Shareholders’ Equity
Net Unrealized Cumulative
Unearned
Losses on Translation
Am ount Compensation
Investments Adjustm ent

Shares
(000s)

A m ount

61,135

$24.2

$88.1

(2,016)

$(83.7)

5.8

298

10.0

136

$

-

__

_

(561)

(20.6)

—

—

—

—

—

__

61,271

24.2

93.9

(2,279)

(94.3)

(3.2)

13.9

298

9.7

(10.3)

(2,545)

(94.1)

196

__

__

_

_

-

_

_

_

—

—

—

—

24.2

107.8

(11.7)

61,349

$8.9

$

(3.2)

_

Balance at
December 3 0 , 1995
61,467
Net shares (canceled) issued
under stock option plans
and restricted stock awards (118)
Repurchase of Common
and Class B stock
Foreign currency
—
translation adjustm ent
Unrealized holding loss on
—
other investments
Balance at
December 2 8 , 1996

Treasury
Capital In
Excess Of
Par Value

—

38.7
47.6

_

__

4.3

_

_

—

—

—

(4,526)

(178.7)

(9.2)

428

15.5

(1.6)

(1,847)

(67.3)

__

_

_

—

—

—

$24.2

$96.1

(5,945)

.

_

From 1987 to 1995, the board of directors authorized the
repurchase, at management’s discretion, up to a total of
8 million of the Company’s issued shares of Common
stock. Through 1996, the total number of shares author
ized for repurchase under this program has been pur
chased. In December 1996, the board of directors
authorized the repurchase of an additional 250,000
shares, none of which were purchased prior to year end.

37.5
85.1

_

_

_

_

4.9

—

—

(11.8)

—

$(230.5)

$(10.8)

$(11.8)

$90.0

Unearned compensation relates to awards of restricted
stock and is recorded at the date of award based on the
market value of the shares and is amortized to expense
as stock performance goals are met over the applicable
vesting period.
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BROWN GROUP, INC.
Consolidated Statement of Shareholders’ Equity

(Thousands, except number of
shares and per share amounts)
Balance January 2 9 , 1994
Net earnings
Dividends ($1.60 per share)
Stock issued under employee
benefit plans
Purchase of com m on stock fo r treasury
Currency translation adjustm ent
Stock issued under restricted
stock plan, net
Am ortization of deferred com pensation
under restricted stock plan

Common Stock
Dollars
Shares

Additional
Capital

$66,075

$35,979

17,619,768

217,924
(35,800)

Balance February 1 , 1997

Unamortized
Value of
Restricted
Stock

$(3,287)

$(6,827)

5,084
(73)

Retained
Earnings
$141,923
39,398
(28,610)

(895)
(2,269)

168,000

630

5,967

67,388

46,957

(6,597)
2,546

17,969,892
Balance January 2 8 , 1995
Net earnings
Dividends ($1.30 per share)
Stock issued under employee benefit plans
23,760
(25,800)
Purchase of com m on stock fo r treasury
Currency translation adjustm ent
Stock issued under restricted
stock plan, net
(36,875)
Am ortization of deferred com pensation
under restricted stock plan
Balance February 3 , 1996
Net earnings
Dividends ($1.00 per share)
Stock issued under employee
benefit plans
Currency translation adjustm ent
Stock issued under restricted
stock plan, net
Am ortization of deferred com pensation
under restricted stock plan

817
(134)

Cumulative
Translation
A djustm ent

89
(97)

(5,556)

(10,878)

475
(53)

151,816
3,297
(23,325)
(674)

643
(138)

1,502

(1,364)

1,554

17,930,977

67,242

46,015

6,500

24

84

(4,913)

(7,822)

131,114
20,315
(17,956)

480
32,500

121

211

17,969,977

$67,387

$46,310

(332)
2,454

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 16 (In Part): Stock Option and Stock Related Plans
The Company has stock option, stock appreciation and
restricted stock plans under which certain officers and
employees are participants.

Under the Company’s restricted stock program, com
mon stock of the Company may be granted at no cost to
certain officers and key employees. Plan participants are
entitled to cash dividends and to vote their respective
shares. Restrictions limit the sale or transfer of these
shares during an eight-year period whereby the restric
tions lapse on 50% of these shares after 4 years, 25%
after 6 years and the remaining 25% after 8 years. Upon
issuance of stock under the plan, unearned compensa
tion equivalent to the market value at the date of grant is
charged to shareholders’ equity and subsequently amor
tized to expense over the eight year vesting period.

$(4,433)

$(5,700)

$133,473

Restricted shares granted, net of forfeitures, were
32,500; (36,875); and 168,000 in 1996, 1995 and 1994,
respectively, and compensation expense was $2.5 mil
lion, $1.6 million and $2.5 million in 1996, 1995 and
1994, respectively.
HARRIS CORPORATION (JUN)
NOTES TO FINANCIAL STATEMENTS
Significant Accounting Policies (In Part)
Unearned Compensation—Compensation resulting from
performance shares granted under the Corporation’s
long-term incentive plan is amortized to expense over
the vesting period of the performance shares and is ad
justed for changes in the market value of the Common
Stock.
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Shareholders’ Equity
Changes in shareholders’ equity accounts other than
retained earnings are summarized as follows:

(In millions)

Common
Stock
A m ount

Other
Capital

$39.6

$216.3

.3

11.1

.3
—

9.6
—

(.1)

(4.1)

—
—

2.1

Balance at July 1 , 1993
Shares issued under Stock Option Plan
(315,747 shares)
Shares granted under Stock
Incentive Plans (257,909 shares)
Compensation expense
Term ination of shares granted under
Stock Incentive Plan (126,638 shares)
Shares sold under Employee
Stock Purchase Plans (47,904 shares)
Foreign currency translation adjustm ents
Purchase and retirem ent of Common
Stock fo r treasury (801,300 shares)

Unearned
Compensation

Cumulative
Translation
Adjustm ents

$(8.3)

$(13.0)

—

—

—

—

(9.8)
10.7

—
—

—

4.2

—

—

—
—

—
—

(8.5)

(4.7)

—

—

—

—

—

—

230.3

—

(3.2)

(21.5)

—

—

.1
.3
—

4.0
10.6
—

11.1
—
—
—

—
—
(10.9)
11.8

(.2)

(4.7)

—

.1

4.4

—

—

—

—
—

—
—

1.1
—

—
—

11.2

(.8)

Balance at June 3 0 , 1994
Adjustm ent to beginning balance fo r change in accounting
method, net of income taxes of $7.1
Shares issued under Stock Option Plan (136,058 shares)
Shares granted under Stock Incentive Plans (249,950 shares)
Compensation expense
Term ination and award of shares granted under Stock
Incentive Plans (202,536 shares)
Shares sold under Employee Stock
Purchase Plans (98,929 shares)
Change in unrealized gain on securities,
net of income taxes of $.7
Foreign currency translation adjustm ents
Purchase and retirem ent of Common Stock fo r
treasury (703,500 shares)

39.3

Balance at June 3 0 , 1995
Shares issued under Stock Option Plan (110,945 shares)
Shares granted under Stock Incentive Plans
(122,750 shares)
Compensation expense
Term ination and award of shares granted under
Stock Incentive Plans (131,692 shares)
Shares sold under Employee Stock Purchase Plans
(86,207 shares)
Change in unrealized gain on securities, net of
income taxes of $(.8)
Foreign currency translation adjustm ents
Purchase and retirem ent of Common Stock fo r treasury
(481,000 shares)
Shares issued fo r acquisition of purchased com pany
(287,374 shares)

38.9

Balance at June 3 0 , 1996

Net Unrealized
Gain on
Securities

.6

—
—
—
—
—

—

—

—

—

240.3
3.6

12.2

(1.7)

(10.3)

.1
—

6.2

—

—
—

(6.3)
10.0

—
—

(.1)

(2.1)

—

(1.7)

—

.1

5.0

—

—

—

—
—

—
—

(1.1)
—

—
—

(5.8)

(.5)

(3.2)

—

—

—

—
$11.1

—
$.3

$(16.1)

(.7)

.1

(4.3)

.3

16.2

$38.9

$266.0

—

—

—

—

491

Other Components Of Stockholders’ Equity

JOHNSON CONTROLS, INC.
Consolidated Statement of Shareholders' Equity

(In millions)

Total

Unearned
Preferred Compensation
Stock
ESOP

Common
Stock

Capital In
Excess of
Par Value

$(153.4)

$7.0

$503.0

$1,079.0
at September 3 0 , 1993
165.2
Net income
Reduction of
6.8
guaranteed ESOP debt
Cash dividends
Series D preferred ($3.97 per
one ten-thousandth
of a share), net of
$3.6 m illion tax benefit
(9.3)
Com m on ($1.44 per share)
(58.5)
Translation adjustm ents
16.4
Other, including options
exercised
3.2

$168.1
—

____

—

—

—

(4.0)
164.1

1,202.8
195.8

6.6

(4.0)

at September 3 0 , 1995
Net income
Reduction of guaranteed
ESOP debt
Cash dividends
Series D preferred
($3.97 per one tenthousandth of a share),
net o f $2.7 m illion
tax benefit
Common ($1.64 per share)
Translation adjustm ents
Other, including options
exercised

1,340.2
234.7

160.1

at September 3 0 , 1996

6.8

—

at September 3 0 , 1994
Net income
Reduction of guaranteed
ESOP debt
Cash dividends
Series D preferred
($3.97 per one tenthousandth of a share),
net of $3.1 m illion
tax benefit
Common ($1.56 per share)
Translation adjustm ents
Other, including options
exercised

—

—

(146.6)
—

7.9

7.9

(9.4)
(63.8)
.3

—

—

—

—

—

—
—

—
—

.1

6.9

7.1

509.9

—

—

____

_

Retained
Earnings
$633.3
165.2
—

(9;3)
(58.5)
—

—

Treasury Cumulative
Stock Translation
at Cost Adjustm ents
$(55.1)

—

—

—

—
—

.2

—

____

____

____

—

—

(9.4)
(63.8)

—

—

—

—

—

—

—

—

—

10.6

—

—

7.1
—

_

9.0

9.0

(9.5)
(67.8)
(13.8)

—
—

15.0

(5.5)

$1,507.8

$154.6

—

—
—

$(129.7)

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 7 (In Part): Shareholders’ Equity
In 1989 the Company issued 341.7969 shares of 7.75%
Series D Convertible Preferred Stock to its newly estab
lished ESOP for $175 million. The Preferred Stock was
issued in fractional amounts representing one ten-thou
sandth of a share each or 3.4 million Preferred Stock
units in total. Each Preferred Stock unit has a liquidation
value of $51.20.

520.5
—

—
—

—
—

.1

14.5

$7.2

$535.0

(7.5)

—

—

—

—

(54.9)

—

(138.7)

—
16.4

730.7
195.8

—

—

$(23.9)

—

853.3
234.7

_

(9.5)
(67.8)
—
—

$1,010.7

.3
—

(54.9)
—

(7.2)
—

____

_

—
—
5.9
$(49.0)

—
(13.8)
—

$(21.0)

The ESOP financed its purchase of the Preferred
Stock units by issuing debt in the amount of $175 million.
The ESOP debt is guaranteed by the Company and is
therefore recorded as long-term debt of the Company.
An amount representing unearned employee compensa
tion, equivalent in value to the unpaid balance of the
ESOP debt, has been recorded as a deduction from
shareholders’ equity. The net increase in shareholders’
equity at September 30, 1996 and 1995 resulting from
the above transactions was $25 million and $21 million,
respectively.
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Preferred Stock units are allocated to participating em
ployees based on the annual ESOP debt service pay
ments and are held in trust for the employees until their
retirement, death, or vested termination. Each allocated
unit may be converted into one share of common stock
or redeemed for $51.20 in cash, at the election of the
employee or beneficiary, upon retirement, death or
vested termination. The Company, at its option, may is
sue shares of its common stock or distribute cash to the
ESOP to redeem the Preferred Stock units. As of Sep
tember 30, 1996, 3.0 million shares of common stock
were reserved for the conversion of the Preferred Stock
units. Employees may vote allocated units, and the plan
trustee is to vote unallocated units in the same propor
tion as the allocated units are voted.
K2 INC.
Statements of Consolidated Shareholders’ Equity

(In thousands, except
per share figures)

Common
Stock

Additional
paid-in
capital

Balance at January 1 , 1994
Net incom e fo r the year 1994
Exercise of stock options
Cash dividends, $.425 per share
Stock dividends, 5% plus cash in
lieu of fractional shares
Translation adjustm ents
Repurchase of shares and stock
option loan repayments
Employee Stock Ownership Plan,
am ortization and partial loan
repayment

$11,681

$56,863

78

764

Balance at December 3 1 , 1994
Net income fo r the year 1995
Exercise of stock options
Cash dividends, $.44 per share
Translation adjustm ents
Stock option loan repayments
Stock offering proceeds
Employee Stock O wnership Plan,
am ortization and partial loan
repayment

12,323

66,973

141

1,388

Balance at December 3 1 , 1995
Net income fo r the year 1996
Exercise of stock options
Cash dividends, $.44 per share
Translation adjustm ents
Repurchase of shares and stock
option loan repayments
Employee Stock Ownership Plan,
am ortization, loan and partial
loan repayment
Balance at December 3 1 , 1996

Employee Stock
O wnership Plan
Retained
and stock
earnings
option loans
$30,895
13,033

$(3,361)

Treasury
shares
at cost
$(3,393)

Cumulative
translation
adjustm ents
$(3,429)

(575)
(5,010)

562

9,348

(9,924)
2,261

2

303

(2)

(196)

(3,937)

(304)
(4,189)

(1,168)

(1,274)
(6,752)
771
336

4,600

62,634

130,995

68

632

37,121
25,217

(4,778)

(4,189)

(397)

(256)
(7,291)
(615)
2,443

(2,530)

$131,627

$55,047

$(7,087)

175,816
25,217
444
(7,291)
(615)
(87)

(4,496)

(4,496)
$17,132

98,996
14,879
255
(6,752)
771
336
67,234

97

97
17,064

(14)
2,261
107

(304)
28,994
14,879

Total
$88,656
13,033
267
(5,010)

$(6,719)

$(1,012)

$188,9887
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 11 (In Part): Shareholders’ Equity
Employee Stock Ownership Plan
The Company has an Employee Stock Ownership Plan
(“ESOP”) which covers substantially all of its domestic
non-union employees with at least one year of service.
As of December 31, 1996, the trust was indebted to the
Company in the aggregate amount of $771,000 in con
nection with stock purchases made from 1982 through
1984 of which 196,016 shares with an aggregate market
value of $5,390,000 as of December 31, 1996 remained
unallocated to participants. These loans are repayable
over the next six to eight years with interest at prime plus
½ %, not to exceed 18%, and the unallocated shares will
be released to participants proportionately as these
loans are repaid. Of the total dividends received by the
ESOP on its investment in the Company’s Common
Stock, dividends on unallocated shares in the amount of
$168,000 and $169,000 in 1996 and 1995, respectively,
were used to service these loans. Allocated shares as of
December 31, 1996 totaled 2,044,147. Additionally, the
trust was indebted to the Company in the amount of
$5,000,000 and $400,000 at December 31, 1996 and
1995, respectively, in connection with distributions made
to terminees.
Shareholders’ equity has been reduced by the
amounts of the loans and any payments made by the
Company on behalf of the trust. The payments made by
the Company on behalf of the trust, which at December
31, 1996 totaled $125,000, are being amortized to ex
pense over the lives of the loans.
The amount of the Company’s annual contribution to
the ESOP is at the discretion of the Company’s Board of
Directors. For the three years 1996,1995 and 1994, con
tributions were limited to amounts in excess of annual
dividends, net of debt service, of the ESOP necessary to
fund obligations arising in each of those years to retired
and terminated employees. These amounts were
$236,000, $13,000 and $1,016,000, respectively. ESOP
expense, including amortization of the foregoing pay
ments, was $389,000, $264,000 and $1,014,000 in
1996, 1995 and 1994, respectively.

LEE ENTERPRISES, INCORPORATED (SEP)
Consolidated Statements of Stockholders’ Equity
(In Thousands, except
per share data)
Common Stock
Balance, beginning
Conversion from Class B
Com m on Stock
Stock split
Shares issued
Shares reacquired
Balance, ending
Class B Common Stock
Balance, beginning
Conversion to Common Stock
Stock split
Shares issued
Shares reacquired

1996

1995

1994

$68,396

$32,130

$31,826

862
—

404
(1,084)

252
34,198
3,508
(1,692)

988
—
462
(1,146)

$68,578

$68,396

$32,130

$26,336
(862)

$13,390
(252)
13,168
38

$14,374
(988)

(8)

(10)

—
—

(8)

—

14

$13,390

Balance, ending

$25,466

$26,336

A dditional Paid-in Capital
Balance, beginning
Shares issued
Common stock split

$17,404
2,785

$6,497
58,273
(47,366)

$3,469
3,028
—

Balance, ending

$20,189

$17,404

$6,497

—

Unearned Compensation
Balance, beginning
Restricted shares issued
Restricted shares canceled
Am ortization

$(533)
(637)
4
529

$(665)
(496)
24
604

$(901)
(474)
22
688

Balance, ending

$(637)

$(533)

$(665)

Retained Earnings
Balance, beginning
Net income
Cash dividends per share
1996 $.4 8; 1995 $.44;
1994 $.42
Shares reacquired

$199,439
45,447

(22,603)
(10,925)

$190,578
58,459

(20,295)
(29,303)

$174,714
50,854

(19,367)
(15,623)

Balance, ending

$211,358

$199,439

$190,578

Stockholders’ Equity

$324,954

$311,042

$241,930
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 1 (In Part): Significant Accounting Policies
Restricted Stock:
The Company amortizes as compensation cost the value
of restricted stock, issued under a long-term incentive
plan, by the straight-line method over the three year re
striction period.
Note 8 (In Part): Stock Options, Restricted Stock and
Stock Purchase Plans:
Stock Option and Restricted Stock Plans:
The Company has reserved 6,893,000 shares of Com
mon Stock for issuance to key employees under incen
tive and nonstatutory stock option plans and a restricted
stock plan approved by stockholders. Options have been
granted at a price equal to the fair market value on the
date of grant, and are exercisable in cumulative install
ments over a ten-year period. Other pertinent information
related to the stock option plans is as follows:
Num ber of shares

(In thousands)
Under option, beginning
of year
Granted
Terminated and canceled
Exercised

1996

1995

1994

2,220
241

2,406
192
(10)
(368)

2,556
198
(34)
(314)

(3)
(179)

Under option, end of year

2,279

2,220

2,406

Options exercisable, end of year

1,861

1,778

1,856

Average Price

1996

1995

1994

$19.96
12.64
14.52

$16.66
11.45
13.79

$16.03
12.37
13.20

Granted during the year
Exercised during the year
Under option, end of year

Restricted stock is subject to an agreement requiring for
feiture by the employee in the event of termination of em
ployment within three years of the grant date for reasons
other than normal retirement, death or disability. As of
September 30, 1996, 130,000 shares of restricted stock
were outstanding.
At September 30, 1996, 4,614,000 shares were avail
able for granting of stock options or issuance of re
stricted stock.
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Section 5: Statement of Cash Flows
Effective for fiscal years ending after July 15, 1988,
Statement of Financial Accounting Standards No. 95 re
quires enterprises to present a Statement of Cash Flows
which classifies cash receipts and payments by operat
ing, investing, and financing activities. SFAS No. 95 su
persedes APB Opinion No. 19 which required a state
ment summarizing changes in financial position.
SFAS No. 95 “encourages” enterprises to use the di
rect method of reporting cash flows from operating activi
ties. Fifteen survey companies used the direct method.
This section reviews the format and content of the
Statement of Cash Flows.

PRESENTATION IN ANNUAL REPORT
Table 5-1 shows where in relation to other financial
statements a Statement of Cash Flows is presented in
an annual report. As shown in Table 5-1, a Statement of
Cash Flows is usually presented as the last financial
statement or after the income statement and balance
sheet but before the statement of changes in stockhold
ers’ equity.
TABLE 5-1: PRESENTATION IN ANNUAL REPORT
Final s ta te m e n t.....................................
Follows income statement
and balance s h e e t............................
Between income statement
and balance s h e e t............................

Total Companies.......................

1996

1995

1994

1993

320

317

315

321

250

249

249

240

30

34

36

39

600

600

600

600

CASH FLOWS FROM OPERATING
ACTIVITIES
Paragraphs 21-24 of SFAS No. 95 define those transac
tions and events which constitute operating cash re
ceipts and payments. SFAS No. 95 recommends that the
direct method, as defined in paragraph 27, be used to re
port net cash flow from operating activities. Most of the
survey companies used the indirect method (reconciling
net income to net cash flow from operating activities) to
report net cash flow from operating activities. Regardless
of whether the direct or indirect method is used, para
graph 29 of SFAS No. 95 requires that a reconciliation of
net income to net cash flow from operating activities be
presented and that interest and income tax payments be
disclosed.
Table 5-3 shows the methods used to report cash
flows from operating activities. Companies using the di
rect method usually present the reconciliation of net in
come to net cash flow from operating activities as a
schedule at the bottom of the Statement of Cash Flows
or on the page adjacent to the Statement. Companies
using the indirect method usually present the reconcili
ation within the Statement of Cash Flows.
Table 5-4 shows where in the financial statements in
terest and income tax payments are disclosed. Those
survey companies disclosing the amount of interest pay
ments in the notes to financial statements did so usually
in a note discussing debt or in a note discussing details
about the Statement of Cash Flows. Those survey com
panies disclosing the amount of income tax payments in
the notes to financial statements did so usually in a note
discussing income taxes or in a note discussing details
about the Statement of Cash Flows.
Examples of reporting cash flows from operating activi
ties follow.

TITLE
As indicated in Table 5-2, the survey companies, with a
few exceptions, used the title set forth in SFAS No. 95 to
identify a Statement of Cash Flows.

TABLE 5-3: METHOD OF REPORTING CASH FLOWS
FROM OPERATING ACTIVITIES
Indirect m e th o d ...................................
Direct m e th o d .....................................

Total Companies.......................

TABLE 5-2: TITLE
1996

1995

1994

1993

Cash F lo w s .............................. ............
Cash F lo w ................................. ............

577
23

583
17

583
17

587
13

Total Companies............ ........

600

600

600

600

1996

1995

1994

1993

589
11

585
15

586
14

585
15

600

600

600

600
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Direct Method
ARDEN GROUP, INC. (DEC)
Statements Of Cash Flows
(In Thousands)
Cash flows from operating activities:
Cash received from customers........................................................
Cash paid to suppliers and employees..............................................
Sales/maturities of marketable securities...........................................
Purchases of marketable securities..................................................
Interest and dividends received.......................................................
Interest paid................................................................................
Income taxes paid.........................................................................
Net cash provided by operating activities.......................................
Cash flows from investing activities;
Capital expenditures......................................................................
Deposits for property in escrow......................................................
Net cash from sale of GPS.............................................................
Proceeds from the sale of property, plant
and equipment, liquor licenses and leasehold interests....................
Payments received on notes from the sale of
property, plant and equipment and liquor licenses...........................
Net cash (used) provided in investing activities...............................
Cash flows from financing activities:
Purchase and retirement of stock.....................................................
Principal payments on long-term debt..............................................
Transfer to discontinued operations.................................................
Principal payments under capital lease obligations.............................
Loan payments from officer/director................................................
Proceeds from equipment financing.................................................
Purchase of Company debentures...................................................
Net cash used in financing activities..............................................
Net increase (decrease) in cash..........................................................
Cash at beginning of year..................................................................
Cash at end of year.........................................................................

1996

1995

1994

$ 252,482
(242,869)
28,751
(30,062)
1,678
(878)
(2,694)
6,408

$ 243,589
(231,614)
13,017
(12,003)
2,784
(701)
(4,085)
10,987

$ 244,598
(235,228)
41,646
(40,766)
3,166
(934)
(2,606)
9,876

(12,841)
2,664

(10,731)
(2,664)
2,511

(6,948)

2,338

241

818
55

3
(7,836)

3
(10,640)

20
(6,055)

(1,613)
(752)
(456)
(325)

(11,193)
(199)

(15,608)
(5,486)
(2,556)
(1,530)
1,074

(55)
(3,201)
(4,629)
10,102
$ 5,473

(917)
73
2,750
(9,486)
(9,139)
19,241
$10,102

(24,106)
(20,285)
39,526
$19,241
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TABLE 5-4: INTEREST AND INCOME TAX PAYMENTS
1996

1995

1994

1993

Interest Payments

Notes to financial statements........
Bottom of Statement of Cash
Flows....................................
Within Statement of Cash
Flows....................................
Amount not disclosed.................

325

329

344

347

245

243

230

224

19
11

17
11

16
10

17
12

Total Companies.....................

600

600

600

600

Notes to financial statements........
Bottom of Statement of
Cash Flows.............................
Within Statement of
Cash Flows.............................
Amount not disclosed.................

332

332

348

347

244

240

227

223

16
8

22
6

19
6

21
9

Total Companies.....................

600

600

600

600

Income Tax Payments

Reconciliation of Net Income to Net Cash Provided by Operating Activities;
Net income............................................................................................
Adjustments to reconcile net income to net cash
provided by operating activities:
Loss from discontinued operations......................................................
Depreciation and amortization.............................................................
Unrealized (gain) loss on marketable securities.......................................
Provision for losses on accounts and notes receivable.............................
Net loss (gain) from the sale of property, plant and equipment,
liquor licenses and early lease terminations............................................
Gain on sale of GPS...........................................................................
Note receivable from officer/director.....................................................
Non-compete payment on sale of GPS.................................................
Gain on purchase of 7% debentures.....................................................

1996

1995

1994

$3,523

$7,111

$4,849

456
4,686
151
55

3,480
(1,430)
94

3,659
1,786
348

(556)

(33)
(86)

67
(9)
(14)
(217)

(5)

Change in assets and liabilities net of effects from
noncash investment and financing activities:
(Increase) decrease in assets:
Accounts and notes receivable.............................................................
Marketable securities.........................................................................
Inventories.......................................................................................
Other current assets...........................................................................
Other assets.....................................................................................

8
(1.347)
(556)
(456)
(548)

647
970
493
(465)
(325)

(950)
1,552
(904)
(1,244)
222

Increase (decrease) in liabilities;
Accounts payable and other accrued expenses.......................................
Deferred income taxes........................................................................
Other liabilities..................................................................................
Net cash provided by operating activities.....................................................

493
577
(73)
$6,408

(507)
474
564
$10,987

3,044
(972)
(1,341)
$9,876
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ABM INDUSTRIES INCORPORATED (OCT)
Consolidated Statements Of Cash Flows
(In thousands of dollars)

1996

Cash flow s fro m operating activities:
Cash received fro m c u s to m e r s .........................................................................................
Other operating cash re c e ip ts ...........................................................................................
Interest received.....................................................................................................................
Cash paid to suppliers and em ployees....................... .................................................
Interest p a id ............................................................................................................................
Income taxes p a id ................................................................................................................

$868,041
1,638
505
(830,861)
(3,982)
(13,485)

Net cash provided by operating activities........................................................................

21,856

Cash flow s fro m investing activities:
Additions to property, plant and eq uipm en t....................................................................
Proceeds fro m sale of a sse ts.............................................................................................
Increase (decrease) in investm ents and long-term receivables.................................
Intangible assets a c q u ire d ..................................................................................................

1995
$944,570
1,931
489
(912,617)
(4,096)
(16,438)

1994
$1,055,112
1,270
449
(1,016,279)
(3,468)
(20,355)

13,839

16,729

(8,539)
162
288
(7,148)

(10,225)
590
853
(12,499)

(10,751)
777
(5,657)
(13,044)

Net cash used in investing a c tiv itie s ................................................................................

(15,237)

(21,281)

(28,675)

Cash flow s from financing activities:
Common stock is s u e d .........................................................................................................
Dividends p a id .......................................................................................................................
Increase (decrease) in bank o v e rd ra ft.............................................................................
Increase (decrease) in notes payable................................................................................
Long-term b o rro w in g s .........................................................................................................
Repayments of long-term b o rro w in g s .............................................................................

4,092
(5,118)
(4,231)
—
50,000
(45,682)

5,297
(6,061)
5,361
(4)
89,000
(91,679)

8,022
(7,235)
(426)
223
110,777
(99,688)

Net cash provided by (used in) financing a c tiv itie s ......................................................

(939)

Net (decrease) increase in cash and cash eq uivale nts.................................................
Cash and cash equivalents beginning of y e a r ...............................................................

5,680

1,688

Cash and cash equivalents end of y e a r ...........................................................................

$7,368

$1,840

$1,567

$ 1 5 ,1 6 9

$ 1 8 ,2 1 9

$ 2 1 ,7 2 0

Reconciliation of net incom e to net cash provided by operating activities:
Net in co m e ..............................................................................................................................
Adjustm ents:
Depreciation and a m o rtiz a tio n ...........................................................................................
Provision fo r bad d e b ts .......................................................................................................
Gain on sale of a s s e ts .........................................................................................................
Deferred incom e ta x e s .........................................................................................................
Increase in accounts rece iva ble.........................................................................................
Decrease (increase) in in v e n to rie s....................................................................................
Increase in prepaid expenses and other current a s s e ts ...............................................
Increase in other a s s e ts .......................................................................................................
(Decrease) increase in income taxes payable.................................................................
Increase in retirem ent plans a c c r u a l...............................................................................
Increase in insurance claim s lia b ility ...............................................................................
Increase in trade accounts payable and other accrued lia b ilitie s ..............................

9,300
1,915
(141)
(2,353)
(14,793)
(1,132)
(2,139)
(1,070)
(1,242)
1,404
4,086
12,852

......................................................

6,687

Net cash provided by operating activities........................................................................

$ 2 1 ,8 5 6

Total adjustm ents to net in c o m e .....................

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
1 (In Part): Summary Of Significant Accounting Policies
Cash and Cash Equivalents: The Company considers all
highly liquid instruments with original maturities of three
months or less to be cash and cash equivalents.

1,914
(5,528)
7,368

11,527
1,536
(127)
(3,554)
(18,823)
(1 ,969)
(6,906)
(1,434)
309
1,649
4,462
8,950
(4,380)
$ 1 3 ,8 3 9

11,673
(273)
1,840

13,651
2,039
(314)
(3,556)
(26,890)
516
(1,170)
(645)
(414)
2,513
4,854
4,425
(4,991)
$ 1 6 ,7 2 9
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Reconciliation Of Net Income To Net Cash
Flow From Operating Activities
BASSETT FURNITURE INDUSTRIES,
INCORPORATED (NOV)
Consolidated Statement of Cash Flows

Operating Activities
Net income.........................................................................................
Adjustments to reconcile net income to net cash
provided by operating activities:
Depreciation and amortization.................................................................
Equity in unremitted income of affiliated companies...................................
Provision for losses on trade accounts receivable .....................................
Net gain from sales of investment securities..............................................
Net gain from sales of property, plant and equipment................................
Deferred income taxes...........................................................................
Changes in deferred liabilities.................................................................
Changes in operating assets and liabilities;
Trade accounts receivable..................................................................
Other receivables..............................................................................
Inventories and prepaid expenses........................................................
Accounts payable, accrued compensation and other accrued liabilities........
Income taxes...................................................................................
Net Cash Provided By Operating Activities..............................................
Investing Activities
Purchases of property, plant and equipment..............................................
Proceeds from sales of property, plant and equipment................................
Purchases of investment securities..........................................................
Proceeds from sales of investment securities............................................
Dividends from affiliated company..........................................................
Additional investment in affiliated company..............................................
Change in investment in corporate owned life insurance.............................
Other.................................................................................................
Net Cash Provided By (Used In) Investing Activities................................
Financing Activities
Issuance of Common Stock..................................................................
Purchase of Common Stock..................................................................
Cash dividends...................................................................................
Net Cash Used In Financing Activities...................................................
Change In Cash And Cash Equivalents........................................................
Cash And Cash Equivalents-beginning of year..............................................
Cash And Cash Equivalents-end of year......................................................

1996

1995

1994

$18,501,480

$22,902,786

$24,466,204

6,311,537
(5,422,176)
240,672
(6,720,325)
(29,137)
527,000
538,497

8,606,985
(4,986,109)
606,616
(4,141,605)
(815)
(108,000)
766,460

8,799,199
(4,463,683)
844,483
(518,851)
(25,683)
432,200
917,206

2,933,932
127,450
14,409,269
(4,143,664)
(1,747,213)
25,527,322

2,738,620
(31,192)
(702,718)
(512,289)
1,177,151
26,315,890

2,184,068
(362,506)
(9,832,105)
2,872,754
(1,624,711)
23,688,575

(9,627,370)
90,652
(6,587,762)
20,792,971
0
0
737,756
(259,836)
5,146,411

(7,226,110)
49,500
(4,072,445)
16,156,714
1,089,505
(1,100,000)
(920,260)
(3,423)
3,973,481

(9,999,040)
121,011
(9,893,116)
7,595,629
1,089,505
0
(2,598,314)
310,928
(13,373,397)

25,364
(14,119,481)
(10,625,730)
(24,719,847)
5,953,886
51,331,119
$57,285,005

48,733
(10,125,187)
(11,196,755)
(21,273,209)
9,016,162
42,314,957
$51,331,119

0
(9,546,420)
(11,411,357)
(20,957,777)
(10,642,599)
52,957,556
$42,314,957

Income tax payments..............................................................................

$ 5,007,213

$ 6,156,849

$11,506,711

Interest payments...................................................................................

$ 5,494,540

$ 3,135,841

$

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
A (In Part): Summary of Significant Accounting Policies
Cash Equivalents
The Company considers all temporary, highly liquid in
vestments with a maturity of three months or less to be
cash equivalents. The carrying amount approximates fair
value because of the short maturity of these invest
ments.

648,923

500

Section 5: S ta tem e n t of C as h Flows

DATA GENERAL CORPORATION (SEP)
Consolidated Statements Of Cash Flows
(In Thousands)
Cash Flows From Operating Activities;
Net income (loss)................................................................................
Adjustments to reconcile net income (loss) to net cash
provided from operating activities:
Depreciation.......................................................................................
Amortization of capitalized software development costs.............................
Amortization of deferred compensation...................................................
Increase (decrease) in other liabilities.....................................................
Writedown of net book value of property, plant, and equipment...................
Other non-cash items, net....................................................................
Changes in operating assets and liabilities, net of
effects from sale of facilities and other assets:
(Increase) decrease in receivables.......................................................
Increase in inventories......................................................................
Decrease in other current assets........................................................
Increase in accounts payable.............................................................
Increase (decrease) in other current liabilities, excluding debt...................
Net cash provided from operating activities..............................................
Cash Flows From Investing Activities:
Expenditures for property, plant, and equipment.......................................
Purchase of marketable securities..........................................................
Proceeds from sales and maturity of marketable securities..........................
Capitalized software development costs.................................................
Net proceeds from sale of facilities and other assets..................................
Investment in equity securities...............................................................
Net cash used by investing activities.......................................................
Cash Flows From Financing Activities:
Cash provided from stock plans, net.......................................................
Repayment of notes payable.................................................................
Repayment of long-term debt...............................................................
Net cash provided from financing activities..............................................
Effect of foreign currency rate fluctuations on cash and
temporary cash investments...............................................................
Increase (decrease) in cash and temporary cash investments......................
Cash and temporary cash investments-beginning of the period...................
Cash and temporary cash investments-end of the period...........................
Supplemental Disclosure Of Cash Flow Information:
Interest paid.......................................................................................
Income taxes paid..............................................................................
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 2 (In Part): Accounting Policies
Temporary Cash Investments And Marketable Securi
ties. Temporary cash investments consist of highly liquid
time deposits and commercial paper with original maturi
ties of 90 days or less. Marketable securities consist of
U.S. Treasury bills and notes with original maturities of
91 to 360 days, as well as an equity security.
In fiscal 1995, the company adopted SFAS 115, “Ac
counting for Certain Investments in Debt and Equity Se
curities”. SFAS 115 addresses accounting and reporting
for investments in certain debt and equity securities. Un
der this standard, the company is required to classify its

1996

1995

1994

$28,145

$(46,703)

$(87,693)

80,489
19,130
3,866
(8,263)
15,633
(299)

74,804
17,545
4,265
(656)
9,626
7,232

76,957
21,448
5,329
1,453
15,233
7,061

(9,268)
(5,826)
2,080
6,627
(27,191)
105,123

11,267
(5,743)
3,761
23,897
17,810
117,105

31,757
(15,735)
3,727
3,837
10,753
74,127

(94,670)
(84,224)
150,080
(30,714)
12,797
(2,000)
(48,731)

(96,471)
(240,507)
216,755
(27,493)

(92,955)
(90,788)
115,318
(17,582)
28,314
(2,000)
(59,693)

9,684
(3,000)
6,684

7,740
(607)
(3,500)
3,633

(2,034)
4,867

(1,280)
61,796
117,201
$178,997

2,331
(25,247)
142,448
$117,201

3,587
22,888
119,560
$142,448

$ 12,797
$ 1,716

$ 12,762
$ 1,696

$ 13,422
$ 3,444

—

—

(600)
(148,316)

6,901
—

marketable securities into one or more of the following
categories: held-to-maturity, trading, or available-forsale.
All of the company’s investments in U.S. Treasury bills
and notes have maturities of less than one year, and
have been classified as held-to-maturity. These invest
ments are recorded at amortized cost, which approxi
mates market value. In March 1996, an equity security
held by the company as an investment and previously
accounted for under the cost method, began trading on a
public stock exchange. In accordance with SFAS 115,
this security is considered to be readily marketable and
is classified as available-for-sale. This investment is ac
counted for at fair market value at September 28, 1996
which totaled $10.9 million. The unrealized gain on mar-
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ketable securities of $9.7 million is recorded as a sepa
rate component of stockholders’ equity at September 28,
1996.
THORN APPLE VALLEY, INC. (MAY)
Consolidated Statements of Cash Flows
1996

Cash flow s fro m operating activities:
Net income ( lo s s ) .................................................................................................. .........
A djustm ents to reconcile net incom e (loss) to net
cash provided by (used in) operating activities:
D e p re c ia tio n ............................................................................................................
Restructuring charge.............................................................................................
Am ortization of in ta n g ib le s ..................................................................................
Deferred income taxes...........................................................................................
(Gain) loss on disposition of property, plant and e q u ip m e n t.....................
Provision fo r losses on accounts rece iva ble...................................................
Gain on sale of long-term in v e s tm e n ts .............................................................
(Increase) decrease in assets:
Accounts receivable................................................................................................
Inventories................................................................................................................
Refundable income t a x e s ....................................................................................
Prepaid expenses and other a sse ts....................................................................
Increase (decrease) in liabilities:
Accounts p a y a b le ..................................................................................................
Accrued lia b ilitie s ..................................................................................................
Income taxes p a y a b le ...........................................................................................

$(21,707,744)

.........

14,539,477

1995

1994

$ 5,254,886

$14,083,373

9,830,100
6,915,646

8,262,515

.........
.........
.........
.........
.........

839,300
23,000
13,568
133,951
(627,802)

353,000
(15,451)
57,300

656,000
(813)
(100,500)

.........
.........
.........
.........

(12,724,100)
(2,949,079)
(10,124,099)
(2,404,887)

4,049,338
(1,020,608)
(1,366,231)
(2,425,749)

(6,800,467)
(5,610,119)
528,574
(362,919)

.........
.........

14,495,874
(5,957,251)

(1,496,234)
2,094,826
(526,722)

7,289,671
3,452,205
526,722

Total a d ju s tm e n ts .................................................................................................. .........

(4,742,048)

16,449,215

7,840,869

Net cash provided by (used in) operating a c tiv itie s .......................................... .........

(26,449,792)

21,704,101

21,924,242

(64,630,873)
4,484,005
2,712,129
(38,604,784)
(96,039,523)

412,926
(43,367,769)
(42,954,843)

2,311,269
(30,197,956)
(27,886,687)

8 ,000,000

20,500,000
(1,940,256)

Cash flow s fro m investing activities:
Payment fo r acquisition o f W ilson, net of cash acquired
Proceeds fro m sale of long-term investm ents...................
Proceeds from sale of property, plant and e q u ip m e n t.. .
Capital e x p e n d itu re s ...............................................................
Net cash used in investing a c tiv itie s .
Cash flow s fro m financing activities:
Proceeds fro m long-term d e b t .................................
Principal payments on long-term d e b t ...................
Net borrow ings under lines of c re d it.......................
Net borrow ings fro m (paym ents to) o ffic e rs .........
Dividends p a id ...............................................................
Proceeds fro m employee stock purchase plan . . .
Purchase and retirem ent of com m on stock............
Proceeds fro m stock options exercised including
related tax b e n e fits .................................................

122,500,000
(6,215,552)
8,740,000
(1,293,875)
(404,174)
241,838

(2,008,117)
5,960,000
(582,788)
(1,610,575)

387,406
(1,584,003)

(3,390,704)

(2,772,445)

2,171,888

133,989

Net cash provided by financing a c tiv itie s ................................................... ...................

123,568,237

Net increase (decrease) in c a s h .................................................................... ...................
Cash and cash equivalents, beginning of y e a r .......................................... ...................

1,078,922
4,730,637

(12,711,038)
17,441,675

5,809,559

$ 4,730,637

$17,441,675

Cash and cash equivalents, end of y e a r ...................................................... ...................
Supplemental disclosures of cash flo w inform ation:
Cash paid during the year for:
Interest, net of am ounts capitalized.......................................................... ...................

$

8,539,704

14,724,691
8,762,246
8,679,429

$ 1 0 ,8 7 7 ,1 4 2

$ 4,003,000

$ 2,336,000

Income taxes paid (refunded), net............................................................. ...................

$ (2,858,701)

$ 3,991,000

$ 6,207,000

Noncash investing activities:
Capital lease o b lig a tio n s ............................................................................. ...................

$

$ 2,935,020

$

256,852

895,578
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS

1 (In Part): Summary of significant accounting policies
Cash and cash equivalents:
Cash and cash equivalents include cash on hand, de
mand deposits and short-term investments with a matur
ity of three months or less at the date of acquisition.

Interest and Income Tax Payments
AVERY DENNISON CORPORATION (DEC)
Consolidated Statement Of Cash Flows
(In millions)
Operating Activities
Net in c o m e ..............................................................................................................................
Adjustm ents to reconcile net income to net cash provided by operating activities:
D e p re c ia tio n .......................................................................................................................
A m o rtiz a tio n .......................................................................................................................
Net gain on divestitures and restructuring c h a rg e s .................................................
Deferred taxes.....................................................................................................................
Changes in assets and liabilities, net of the effect of foreign currency translation,
business acquisitions and divestitures, and restructuring charges:
Trade accounts receivable, n e t...............................................................................
Inventories, net............................................................................................................
Other re ce iva b le s.......................................................................................................
Prepaid expenses.......................................................................................................
Accounts payable and accrued lia b ilitie s .............................................................
Taxes on in c o m e .......................................................................................................
Long-term retirem ent benefits and other accrued lia b ilitie s ............................

1996

1995

1994

$175.9

$143.7

$109.4

100.2
13.2
(2.1)
.8

95.3
12.6
(1.5)
(17.6)

87.9
14.6

(.9)

(52.5)
(18.5)
1.8
(5.3)
18.6
11.4

(24.6)
(19.2)
2.8
(2.6)
96.4

(18.1)
1.2
3.7
45.7
(12.4)
(3.2)

(.1)

—

(6.7)

( .8)
7.8

Net cash provided by operating activities........................................................................

304.0

187.9

265.0

Investing Activities
Purchase of property, plant and e q u ip m e n t....................................................................
Acquisitions, sale of assets and business d ivestiture s.................................................
Other ........................................................................................................................................

(187.6)
12.1
(2.1)

(190.3)
96.7
(19.1)

(163.3)
16.2
(10.2)

Net cash used in investing a c tiv itie s ...............................................................................

(177.6)

(112.7)

(157.3)

Financing Activities
Increase in long-term d e b t..................................................................................................
Decrease in long-term d e b t ................................................................................................
Net (decrease) increase in sho rt-te rm d e b t ....................................................................
Dividends p a id .......................................................................................................................
Purchase of treasury s to ck..................................................................................................
Other ........................................................................................................................................

51.0
(14.3)
(18.8)
(68.1)
(109.3)
9.9

100.0
(107.9)
40.5
(59.1)
(35.1)
10.2

100.5
(49.3)
(16.0)
(55.1)
(105.7)
15.0

Net cash used in financing a c tiv itie s ...............................................................................

(149.6)

(51.4)

(110.6)

Effect of foreign currency translation on cash balances...............................................

—

.1

.2

(Decrease) increase in cash and cash equivalents........................................................
Cash and cash equivalents, beginning of y e a r...............................................................

(23.2)
27.0

23.9
3.1

(2.7)
5.8

Cash and cash equivalents, end of y e a r...........................................................................

$3.8

$27.0

$3.1
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Note 1 (in Part): Summary Of Significant Accounting
Policies
Cash and Cash Equivalents
The Company considers cash on hand, deposits in
banks and short-term investments, with maturities of
three months or less when purchased, as cash and cash
equivalents. The carrying amounts of these assets ap
proximate fair value due to the short maturity of the in
struments. At year end 1995, $23.6 million was held in
short-term investments. Cash paid for interest and taxes
was as follows;

(In millions)

1995

1996

Interest, net of capitalized
am ounts
Income taxes, net of refunds

$40.0
115.9

1994

$46.7
$42.7
87.2__________70.6

DEP CORPORATION (JUL)
Consolidated Statements of Cash Flows
1996
Operating Activities:
Net lo s s .....................................................................................................................................
Adjustm ents to reconcile net loss to net cash provided by operating activities:
Depreciation and am o rtizatio n.........................................................................................
W rite-dow n in value of a sse ts.........................................................................................
Provision fo r losses on accounts rece iva ble...............................................................
Deferred income taxes.......................................................................................................
Loss on sale of a sse ts.......................................................................................................
Changes in operating assets and liabilities, net of effects fro m the acquisition;
Accounts receivable...........................................................................................................
Inventories............................................................................................................................
Income taxes re c e iv a b le ..................................................................................................
Other a s s e ts .......................................................................................................................
Accrued exp en ses..............................................................................................................
Accounts p a y a b le ..............................................................................................................
Net cash provided by operating a c tiv itie s ........................................................................
Investing Activities:
Purchases of property and e q u ip m e n t........................................................................
Acquisition o f tra d e m a rk s ................................................................................................
Proceeds fro m sale of property and e q u ip m e n t........................................................
Proceeds fro m sale of tradem arks..................................................................................
Other .....................................................................................................................................

$(7,958,000)

1995
$(26,958,000)

1994
$(3,583,000)
5 ,5 7 1 ,000

195,000
(70,000)
9,000

5 ,5 0 7 ,000
25,166,000
5 0 4 ,000
(1 ,7 8 3 ,000)
90,000

2 ,8 6 7 ,000
1,0 7 2 ,000
1 ,7 7 9 ,000
(1,064,000)
3 ,0 1 1 ,000
2 ,7 7 9 ,000

(2 ,5 4 0 ,000)
8 9 4 ,000
1,4 0 1 ,000
1,3 3 1 ,000
7 0 1 ,000
3 7 0 ,000

39 5,000
52 1,000
(818,000)
(1 ,5 2 3 ,000)
(1 ,26 0,000)
1,39 7,000

8,553,000

4,683,000

1,162,000

5 ,93 3,000

31 ,000
3 4 2 ,000
89 ,000

(7 1 6 ,000)
(2 0 0 ,000)

(1,643,000)
(45,746,000)

(28,000)

435,000
(112,000)

1,642,000
(658,000)

Net cash used in investing a c tiv itie s ..................................................................................

(406,000)

(593,000)

(46,384,000)

Financing Activities:
Proceeds (reductions) fro m lines of credit and long-term d e b t ............................
Other .....................................................................................................................................

(1,653,000)
15,000

42,000
(487,000)

45,120,000

Net cash provided by (used in) financing a c tiv itie s ......................................................

(1,638,000)

(445,000)

45,120,000

Increase (decrease) in cash and cash e q u iv a le n ts .........................................................
Effect of exchange rate changes on c a s h ........................................................................
Cash and cash equivalents at beginning of y e a r.............................................................

6 ,5 0 9 ,000
(2,000)
4 ,61 1,000

3,645,000
19,000
947,000

Cash and cash equivalents at end of y e a r........................................................................
Supplemental disclosure o f cash flo w inform ation:
Cash paid (received) during the year for:
Interest, n e t.........................................................................................................................
Income tax re fu n d s ...........................................................................................................

(378,000)

21,000

$11,118,000

$4,611,000

(102,000)
(13,000)
1,062,000
$947,000

$4,816,000

$6,357,000

$4,446,000

$(1,960,000)

$(2,546,000)

$(1,189,000)
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Note 2 (In Part): Summary of Significant Accounting
Policies
Cash Equivalents
Cash equivalents consist of highly liquid investments
with a maturity of three months or less when purchased.
STANDEX INTERNATIONAL CORPORATION (JUN)
Statements Of Consolidated Cash Flows

Cash Flows from Operating Activities
Net in co m e ............................................................................................................................
Adjustm ents to reconcile net incom e to net cash
provided by operating activities:
Depreciation and a m o rtiza tio n ..................................................................................
P rofit im provem ent incentive pla n ...........................................................................
Deferred incom e ta xe s................................................................................................
Net pension c r e d it.......................................................................................................
Loss (gain) on sale of investm ents, real estate and e q uipm en t.......................
Gain on disposition of businesses...........................................................................
Increase (decrease) in cash fro m changes in assets and liabilities,
net of effect of acquisitions and dispositions:
R e ceiva bles-ne t.......................................................................................................
In v e n to rie s ................................................................................................................
Prepaid expenses and other a s s e ts ....................................................................
Accounts p a yab le....................................................................................................
Accrued payroll, employee benefits and other lia b ilitie s.................................
Income t a x e s ...........................................................................................................

1996

1995

1994

$ 3 0 ,7 1 3 ,7 9 4

$ 3 8 ,3 2 0 ,1 7 5

$ 2 7 ,1 4 7 ,1 6 3

12,497,148
(88,442)
475,000
(981,000)
6,677

12,355,863
5,836,089
(1,661,000)
(1,206,000)
92,250
(5,426,231)

12,477,651
3,662,698
795,000
(837,000)
(432,087)
(478,987)

1,922,429
6,690,380
(3,025,909)
(7,221,125)
(3,993,614)
(2,922,144)

(9,300,099)
(15,145,192)
536,722
9,644,224
(734,555)
4,236,307

(8,024,312)
(9,254,430)
(2,323,973)
459,485
(3,247,000)
(1,706,496)

Net cash provided by operating activities......................................................................

34,073,194

37,548,553

18,237,712

Cash Flows fro m Investing Activities
Expenditures fo r property and e q u ip m e n t....................................................................
Proceeds fro m sale of investm ents, real estate and e q u ip m e n t..............................
Proceeds from disposition of b u s in e s s e s ....................................................................

(15,328,374)
525,765

(12,006,428)
546,214
13,589,000

(13,237,820)
1,915,533
840,471

Net cash (used fo r) provided by investing a c tiv itie s .................................................

(14,802,609)

2,128,786

(10,481,816)

Cash Flows fro m Financing Activities
Proceeds fro m additional b o rro w in g s ...........................................................................
Payments of d e b t................................................................................................................
Stock issued under employee stock option and stock purchase p la n s ................
Cash dividends p a id ............................................................................................................
Purchase of treasury stock................................................................................................
Payments on Employees’ Stock O wnership T rust lo a n ............................................

7,405,885
(3,462,197)
3,164,016
(9,753,583)
(20,876,183)

7,877,395
(15,141,363)
4,254,815
(8,993,908)
(23,912,350)

23,502,040
(6,202,793)
3,977,218
(7,800,753)
(23,532,338)
83,762

Net cash used fo r financing a ctivities.............................................................................

(23,522,062)

(35,915,411)

(9,972,864)

Effect of Exchange Rate Changes on Cash and Cash E q u iv a le n ts ..........................

(144,506)

757,597

(277,716)

Net Changes in Cash and Cash E quivalents..................................................................
Cash and Cash Equivalents at Beginning of Y e a r........................................................

(4,395,983)
9,542,926

4,519,525
5,023,401

(2,494,684)
7,518,085

Cash and Cash Equivalents at End of Y ea r....................................................................

Supplemental Disclosure of Cash Flow Inform ation
Cash paid during the year for:
In tere st...................................................................................................................................
Income ta x e s .......................................................................................................................

$

5,146,943

$

9,542,926

$

5,023,401

$

8,180,245
19,840,441

$

8,033,311
16,946,988

$

5,856,833
15,919,562
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Summary Of Accounting Policies (In Part)
Cash and Cash Equivalents
Cash and cash equivalents include highly liquid invest
ments purchased with a remaining maturity of three
months or less. Such investments are carried at cost,
which approximates fair value, due to the short period of
time until maturity.
YORK INTERNATIONAL CORPORATION (DEC)
Consolidated Statements of Cash Flows
1996

1995

1994

$147,909

$(96,072)

$ 89,770

48,581
18,410
5,718
7,154
—

42,841
18,643
5,774
12,555
244,473

34,030
15,635
4,034
2,147
—

(8,381)
(92,643)
(9,220)
3,390
(11,117)
(69,203)
453
5,316
3,776
(1,469)
48,674

(105,890)
(86,843)
(48,946)
7,612
(9,314)
103,321
6,457
3,037
3,639
10,996
112,283

(98,238)
(35,165)
(6,121)
360
(1,290)
81,168
(5,586)
3,013
6,182
(4,799)
85,140

(16,468)
(73,576)
1,222
(88,822)

(288,173)
(66,242)
1,061
(353,354)

(45,674)
(81,625)
(51)
(127,350)

Cash flows from financing activities:
Common stock issued............................................................... ...........
Net treasury stock (purchased) issued......................................... ............
Proceeds from issuance of long-term debt................................................
Long-term debt payments.......................................................... ............
Borrowings (payments) on revolving term loan............................. ............
Borrowings on short-term debt................................................... ............
Net proceeds from issuance of commercial paper......................... ............
Dividends paid......................................................................... ............
Net cash provided by financing activities......................................... ............

19,994
(1,966)
—
(40,851)
—
40,965
40,246
(15,602)
42,786

Effect of exchange rate changes on cash......................................... ............
Net increase in cash and cash equivalents....................................... ............
Cash and cash equivalents at beginning of year................................ ............
Cash and cash equivalents at end of year.....................................................

(6)
2,632
8,838
$ 11,470

207,937
36
277,061
(156,000)
(150,000)
30,167
44,790
(9,960)
244,031
(37)
2,923
5,915
$ 8,838

6,572
(11,920)
2,000
(111,912)
142,980
23,003
—
(5,941)
44,782
(42)
2,530
3,385
$ 5,915

(in thousands)
Cash flows from operating activities:
Net income (loss)........................................................................ ..........
Adjustments to reconcile net income (loss)
to net cash provided by operating activities:
Depreciation and amortization................................................. ..........
Amortization of deferred charges.............................................. ..........
Provision for doubtful accounts receivable................................ ..........
Other .................................................................................. ..........
Impairment loss on long-lived assets....................................... ..........
Change in assets and liabilities net of
effect from purchase of other companies:
Receivables......................................................................... ..........
Inventories........................................................................... ..........
Prepayments and other current assets....................................... ..........
Deferred income taxes............................................................ ..........
Other assets......................................................................... ..........
Accounts payable and accrued expenses.................................... ..........
Income taxes....... ............................................................. ..........
Warranties........................................................................... ..........
Postretirement benefit liabilities................................................ ..........
Other long-term liabilities........................................................ ..........
Net cash provided by operating activities......................................... ..........
Cash flows from investing activities:
Payment for purchase of and investments
in other companies (net of cash acquired).................................. ...........
Capital expenditures................................................................. ...........
Other ..................................................................................... ...........
Net cash used by investing activities.............................................. ............
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Note 1 (In Part): Summary of Significant Accounting
Policies
Cash And Cash Equivalents
For purposes of the statements of cash flows, the Com
pany considers all highly liquid debt instruments pur
chased with a maturity of three months or less to be cash
equivalents.

Note 19 - Statement of Cash Flow Information
Supplemental Disclosures Of Cash Flow Information
(in thousands)
Cash paid during the year for:
Interest
Income taxes

1996

1995

1994

$34,454
46,683

$44,000
47,567

$30,397
48,076

Supplemental Schedule Of Non-Cash Investing And
Financing Activities
Acquisitions in which liabilities were assumed are as follows;
(in thousands)
1995
1994
1996
Fair value of assets acquired
Less cash paid

$ 23,336 $ 362,973
(16,468) (288,173)

$ 86,586
(45,674)

Liabilities assumed

$ 6,868

$ 74,800

$40,912

Discontinued Operations
PREMARK INTERNATIONAL, INC. (DEC)
Consolidated Statement Of Cash Flows
(In millions)
Cash flows from operating activities
Net income............................................................................................
Adjustments to reconcile net income to net cash provided by
operating activities from continuing operations:
Income from discontinued operations.....................................................
Loss on disposition of business.............................................................
Depreciation and amortization...............................................................
Changes in assets and liabilities;
Accounts and notes receivable............................................................
Inventory.........................................................................................
Net deferred income taxes..................................................................
Accounts payable and accruals............................................................
Current income taxes.........................................................................
Other ..............................................................................................
Net cash provided by operating activities of continuing operations..........
Cash flows from investing activities
Capital expenditures...........................................................................
Purchases of short-term investments........................................................
Proceeds from disposition (acquisition) of businesses..................................
Other ...................................................................................................
Net cash used in investing activities of continuing operations.................
Cash flows from financing activities
Repayment of long-term debt..................................................................
Net (decrease) increase in short-term borrowings.......................................
Proceeds from long-term borrowing..........................................................
Payment of dividends..............................................................................
Proceeds from exercise of stock options.....................................................
Purchase of treasury stock........................................................................
Net cash used in financing activities of continuing operations.................
Effect of exchange rate changes on cash and cash equivalents........................
Cash provided by (used in) discontinued operations.....................................
Net increase (decrease) in cash and cash equivalents....................................
Cash and cash equivalents at beginning of year.........................................
Cash and cash equivalents at end of year...................................................

1996

1995

1994

$118.9

$ 237.6

$ 225.5

(62.2)
38.6
68.1

(158.7)

(154.7)

—

—

71.4

73.8

(14.3)
(6.5)
10.2
1.3
1.2
7.1
162.4

(14.9)
(11.9)
(20.3)
(43.9)
0.7
(6.6)
53.4

(40.4)
(51.7)
(17.2)
49.7
38.6
60.4
184.0

(84.1)
(84.3)
35.3
5.6
(127.5)

(85.7)

(69.5)
—
(6.1)
(5.8)
(81.4)

(0.7)
(129.3)
5.5
(56.8)
19.1
(10.0)
(172.2)
(1.1)
248.8
110.4
19.8
$130.2

(0.7)
103.7

—

(5.9)
(2.0)
(93.6)

—

(58.0)
14.5
(169.7)
(110.2)
0.8
150.9
1.3
18.5
$19.8

(0.8)
21.2
—
(43.3)
16.9
(59.4)
(65.4)
0.5
(70.9)
(33.2)
51.7
$18.5
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS

Note 1 (in Part): Summary Of Significant Accounting
Policies
Cash and Cash Equivalents. The company considers all
highly liquid investments with a maturity of three months
or less when purchased to be cash equivalents.

Note 6 (in Part): Financing Arrangements
Interest paid in 1996, 1995 and 1994 was $16.7 million,
$24.0 million and $18.8 million, respectively.
Note 7 (in Part): Income Taxes
The company paid income taxes in 1996, 1995 and
1994, of $37.9 million, $38.0 million and $19.5 million,
respectively, a portion of which was owed as a result of
income generated by the domestic operations of Tupper
ware.

TRW INC. (DEC)
Statements of Cash Flows

Operating activities
Net e a rn in g s ..............................................................................................................
Adjustm ents to reconcile net earnings to
net cash provided by continuing operations:
Discontinued o p e ra tio n s ....................................................................................
Depreciation and a m o rtizatio n...........................................................................
Deferred income taxes.........................................................................................
O th e r-n e t................................................................................................................
Changes in assets and liabilities, net of
effects of businesses acquired or sold:
Accounts receivable.............................................................................................
Inventories and prepaid expenses....................................................................
Accounts payable and other a c c ru a ls .............................................................
O th e r-n e t................................................................................................................

............

$480

............
............

(298)
452

............
............

(182)
23

............
............
............

(46)
8
298

............

$446

$333

(51)
424
45
29

(56)
391
16
22

(24)

(61)
(68)
28
(44)

(110)
(36)
268
38

Net cash provided by operating activities
of continuing operations............................................ ....................................... ............
Net cash provided by discontinued op era tions................................................. ............

711
—

748
28

866
87

Net cash provided by operating a c tiv itie s ..........................................................
Investing activities
Capital e x p e n d itu re s ...........................................................................................
Net proceeds fro m d iv e s titu re s ................ ........................................................
O th e r-n e t................................................................................................................

............

711

776

953

............
............

(500)
789

(488)
12

............

(42)

(466)
9
4

Net cash provided by (used in) investing activities..........................................
Financing activities
Decrease in short-te rm d e b t .............................................................................
Proceeds fro m debt in excess o f 90 d a y s ......................................................
Principal payments on debt in excess of 90 d a y s ........................................
Dividends p a id .......................................................................................................
Reacquisition of com m on s t o c k ......................................................................
O th e r-n e t................................................................................................................

............

247

(453)

(507)

............
............

(127)
51

............
............
............
............

(91)
(148)
(361)
51

(47)
36
(207)
(134)
(16)
25

(270)
174
(151)
(126)
—
8

Net cash used in financing a ctivities.................................................................... ............
Effect of exchange rate changes on c a s h .......................................................... ............

(625)
(6)

(343)
(30)

(365)
(35)

Increase (decrease) in cash and cash e q u iv a le n ts .......................................... ............
Cash and cash equivalents at beginning of y e a r............................................... ............

327
59

(50)
109

Cash and cash equivalents at end of y e a r.......................................................... ............

$386

$59

$109

Supplemental Cash Flow Inform ation
Interest paid (net of am ount c a p ita liz e d ).......................................................... ............
Income taxes paid (net of re fu n d s)...................................................................... ............

$89
$615

$88
$239

$112
$93

For purposes of the statements of cash flows, the
company considers all highly liquid investments
purchased with a maturity of three months or less to be
cash equivalents.

(31)

46
63
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Extraordinary Items
HANDY & HARMAN (DEC)
Consolidated Statement of Cash Flows

Cash flo w s fro m operating activities:
Net in c o m e ..............................................................................................................................
A djustm ents to reconcile net income to net cash provided by operating activities:
Extraordinary loss on debt retirem ent...........................................................................
Depreciation and a m o rtiz a tio n ......................................................................................
Provision fo r doubtful a c c o u n ts ....................................................................................
Gain on disposal of property, plant and e q u ip m e n t.................................................
(G ain)/loss on disposal of business u n its ....................................................................
Restructuring and nonrecurring c h a rg e s ....................................................................
Net prepaid retirem ent c o sts...........................................................................................
Equity in earnings of a ffilia te s.........................................................................................
Earned com pensation-1988 long-term incentive
and outside director stock option p la n s .................................................................
Changes in assets and liabilities, net of effects fro m acquisitions and divestitures:
Accounts receivable.......................................................................................................
Inventories.......................................................................................................................
Prepaid expenses...........................................................................................................
Deferred charges and other a s s e ts ...........................................................................
Accounts payable and other current lia b ilitie s ........................................................
Federal and foreign taxes on in co m e ........................................................................
Deferred income taxe s..................................................................................................

1996

1995

1994

$16,369,000

$18,640,000

$16,511,000

4,919,000
12,000,000
1,052,000
68,000
8,704,000
—
(3,995,000)
(421,000)
648,000

—
16,668,000
329,000
91,000
(20,176,000)
8,369,000
(2,339,000)
(451,000)
266,000

—
15,683,000
784,000
454,000
1,300,000
—
(3,832,000)
(338,000)
277,000

3,659,000
13,227,000
(3,767,000)
(1,050,000)
(4,662,000)
(5,279,000)
(274,000)

3,369,000
(7,877,000)
1,210,000
(2,951,000)
(1,775,000)
6,730,000
(17,000)

(12,813,000)
(459,000)
(1,425,000)
(2,883,000)
(7,813,000)
1,342,000
2,020,000

Net cash provided by operating activities........................................................................

41,198,000

20,086,000

Cash flow s from investing activities:
Proceeds fro m sale of property, plant and e q u ip m e n t............................................
Capital e xp e n d itu re s .........................................................................................................
A cquisition, net of cash and debt a cq u ire d .................................................................
Divestitures, net of cash s o ld .........................................................................................
Investm ent in affiliates - n e t ...........................................................................................
Net investing activities of discontinued op era tions...................................................

864,000
(14,694,000)
(3,700,000)
5,074,000
—
—

520,000
(23,143,000)
—
68,032,000
478,000
24,750,000

307,000
(18,567,000)
(29,943,000)
—
—
500,000

8,808,000

Net cash provided/(used) in investing a ctivitie s.............................................................

(12,456,000)

70,637,000

(47,703,000)

Cash flo w s fro m financing activities:
Short-term b o rro w in g s ....................................................................................................
Repayment of other long-term d e b t.............................................................................
Long-term revolving credit fa c ilitie s .............................................................................
Net (increase)/ decrease in futures receivable.............................................................
Net increase/(decrease) in futures payable.................................................................
Dividends p a id ..................................................................................................................
Purchase of treasury stock (n e t)....................................................................................
Penalties paid on early retirem ent of debt....................................................................
Funding proceeds fro m jo in t venture p a rtn e r.............................................................

(27,199,000)
(64,500,000)
95,000,000
7,681,000
9,246,000
(3,341,000)
(39,174,000)
(4,640,000)
1,259,000

5,250,000
(11,750,000)
(30,000,000)
(7,681,000)
(37,772,000)
(3,383,000)
(1,222,000)
—
—

6,750,000
(7,000,000)
(50,000,000)
53,087,000
37,772,000
(2,811,000)
337,000
—
—

Net cash provided/ (used) in financing activities.............................................................

(25,668,000)

(86,558,000)

38,135,000

Effect of exchange rate changes on net c a s h .................................................................

(10,000)

(87,000)

(1,000)

Net change in cash................................................................................................................
Cash at beginning of year....................................................................................................

3,064,000
6,637,000

4,078,000
2,559,000

(761,000)
3,320,000

Cash at end of y e a r ..............................................................................................................

$ 9,701,000

$ 6,637,000

$ 2,559,000

Cash paid during the year for:
interest, net of contango on futures and forw ard c o n tra c ts ...................................
Income taxes.......................................................................................................................

$12,886,000
$20,678,000

$20,979,000
$ 6,365,000

$15,721,000
$ 8,709,000
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SPRINGS INDUSTRIES, INC. (DEC)
Consolidated Statement Of Cash Flows
(In thousands)
Operating Activities:
Net in c o m e .....................................................................................................................
Adjustm ents to reconcile net income to net cash
provided by operating activities:
Depreciation and a m o rtizatio n...............................................................................
Gain on sales of b u s in e s s e s ..................................................................................
Deferred income taxes.............................................................................................
Provision fo r re s tru c tu rin g ....................................................................................
Loss on disposal of property, plant, and e q u ip m e n t........................................
Extraordinary loss on extinguishm ent of d e b t...................................................
Changes in operating assets and liabilities, excluding effects
of business acquisitions and sales of businesses:
Accounts rece iva ble.............................................................................................
In ve n to rie s..............................................................................................................
Accounts payable and other accrued lia bilitie s...............................................
Accrued restructuring c o s ts ...............................................................................
Other, n e t................................................................................................................
Net cash provided by operating a c tiv itie s ...............................................................
Investing Activities:
Purchases of property, plant and equipm ent......................................................
Business acquisitions, net of stock issued
and cash acquired, and other investm ents......................................................
Proceeds fro m sales of businesses and other a s s e ts .....................................
Net cash provided (used) by investing activities...................................................
Financing Activities:
Proceeds (repaym ents) of short-term b o rro w in g s ..........................................
Proceeds fro m long-term b o rro w in g s .................................................................
Repayments of long-term d e b t .............................................................................
Cash dividends p a id ................................................................................................
Net cash provided (used) by financing a c tiv itie s .................................................
Increase (Decrease) In Cash And Cash E q u iva le n ts............................................
Cash And Cash Equivalents At Beginning Of Y e a r ...............................................
Cash And Cash Equivalents At End Of Y e a r ..........................................................

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 1(ln Part): Summary of Significant Accounting
Policies
Cash Equivalents: Cash equivalents consist of liquid in
vestments with original maturities of three months or less
when purchased.
Note 5 (In Part): Long-Term Debt
Scheduled annual maturities of long-term debt are: 1997
- $6,921,000; 1998 - $13,897,000; 1999 - $20,857,000;
2000 - $20,514,000; 2001 - $20,207,000 and varying
amounts thereafter through 2019. Total interest pay
ments in 1996, 1995, and 1994 were $23,973,000,
$31,357,000 and $29,837,000, respectively.

1996

1995

1994

$ 84,881

$71,626

$62,227

89,422
(50,127)
(13,738)
30,375
6,179
5,728

98,514
(4,296)
7,837
—
1,012
—

90,290
(4,167)
1,409
—
3,139
—

(29,609)
(17,840)
21,081
(4,137)
(5,820)
116,395

20,906
(24,765)
(16,459)
—
(16,867)
137,508

(6,632)
(5,556)
37,709
(10,317)
(228)
167,874

(75,131)

(75,175)

(92,642)

(1,900)
195,371
118,340

(82,557)
14,183
(143,549)

20,069
(72,573)

(21,900)
2,834
(161,861)
(25,695)
(206,622)
28,113
2,606
$30,719

10,800
99,719
(80,332)
(22,309)
7,878
1,837
769
$ 2,606

(50,320)
1,896
(28,732)
(20,166)
(97,322)
(2,021)
2,790
$ 769

_

Note 7 (In Part): Income Taxes
Income before income taxes includes foreign income of
$4,855,000 and $6,932,000 in 1996 and 1995, respec
tively. Foreign losses for 1994 were $295,000. The provi
sion for income taxes includes state income taxes of
$1,482,000 in 1996, $6,513,000 in 1995, and $7,711,000
in 1994. Springs made income tax payments of approxi
mately $32,226,000, $47,691,000, and $32,907,000 in
1996, 1995, and 1994, respectively.
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Cumulative Effect Of Accounting Change
REYNOLDS METALS COMPANY (DEC)
Consolidated Statement Of Cash Flows
(millions)
Operating Activities
Net in c o m e .......................................................................................................................
Adjustm ents to reconcile net income to net cash provided by
operating activities:
Depreciation and a m o rtiz a tio n .............................................................................
Gains on sales of asse ts.........................................................................................
Operational restructuring c o s t s ...........................................................................
Cumulative effect of accounting change.............................................................
Other .........................................................................................................................
Changes in operating assets and liabilities net of
effects from acquisitions and dispositions:
Accounts payable, accrued and other lia b ilitie s ...............................................
R e c e iv a b le s ..............................................................................................................
In v e n to rie s ................................................................................................................
Other .........................................................................................................................

$

89

$

389

Financing Activities
Proceeds fro m long-term d e b t ....................................................................................
Proceeds fro m preferred stock is s u e ........................................................................
Reduction of long-term debt and other financing lia b ilitie s .................................
Increase (decrease) in short-term b o rro w in g s ........................................................
Cash dividends p a id .......................................................................................................
O ther...................................................................................................................................

122

344
—
—
18

341
(88)
—
—
3

(110)
67
93
(62)

(173)
(59)
17
(47)

272
(173)
(106)
122

520

489

493

(195)
(237)

12
(17)

(219)
(626)
—
125
28
(48)

(151)
(253)
(139)
14
162

(437)

(740)

(438)

106
—
(22)
(18)
(106)

—
505
(165)
(37)
(71)

—

—
—

Net cash used in investing a c tiv itie s .............................................................................

$

365
—
37
15
26

Net cash provided by operating activities......................................................................
Investing Activities
Capital investments:
O p e ra tio n a l..................................................................................................................
S tra te g ic .......................................................................................................................
Purchases of debt secu ritie s.........................................................................................
M aturities of investm ents in debt s e c u ritie s .............................................................
Proceeds fro m sales of a s s e ts ....................................................................................
O th er...................................................................................................................................

1994

1995

1996

40
—

(105)
111
(135)

(71)

5

22

2

Net cash provided by (used in) financing a c tiv itie s ...................................................

(84)

(18)

234

Cash And Cash Equivalents
Net increase (d e c re a s e )................................................................................................
At beginning of y e a r .......................................................................................................

(1)
39

(269)
308

289
19

At End Of Y e a r .....................................................................................................................
Supplemental disclosure of cash flo w inform ation:
Cash paid (received) during the year for:
Income ta x e s ................................................................................................................
Interest (net of capitalized in te re s t)........................................................................

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
1 (In Part): Accounting Policies
Statement of Cash Flows
In preparing the Statement of Cash Flows, all highly liq
uid, short-term investments purchased with an original
maturity of three months or less are considered to be
cash equivalents.

$

$

38

2
163

$

39

$

$

56
172

$

308

(17)

152
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Zero Coupon Interest
O’SULLIVAN CORPORATION (DEC)
Consolidated Statements of Cash Flows

Cash Flows fro m Operating Activities
Net in c o m e .........................................................................................................................
Adjustm ents to reconcile net income to net cash provided by operating activities:
Depreciation and a m o rtiz a tio n ....................................................................................
Provision fo r doubtful acco u n ts..................................................................................
Deferred income ta x e s ..................................................................................................
(Gain) loss on disposal of a sse ts ...............................................................................
Interest accrual on zero coupon notes p a y a b le ............ ......................................
Interest accrual on zero coupon notes re c e iv a b le .................................................
Foreign currency exchange rate (gains) lo s s e s ......................................................
Unremitted (incom e) loss fro m jo in t v e n tu re ..........................................................
Changes in operating assets and liabilities;
Receivables..................................................................................................................
In v e n to rie s ..................................................................................................................
Other current a s s e ts ..................................................................................................
Accounts p a y a b le .......................................................................................................
Accrued expenses.......................................................................................................

1996

1995

$10,729,493

$ 1 4 ,0 3 2 ,0 6 3

1994
$

2,629,844

7,256,543
74,872
844,660
(644,099)
139,111
(15,590)
(101,347)
(19,071)

6,820,128
439,480
486,782
(38,090)
163,246
(196,025)
(237,018)
209,825

10,867,275
1,138,617
(6,064,033)
10,964,763
138,864
25,191
37,336

(425,386)
408,362
(483,040)
(2,509,196)
(1,140,971)

9,469,616
(9,721,098)
(77,033)
(1,015,779)
(3,447,609)

8,340,071
(2,702,071)
(1,169,491)
(4,791,149)
4,099,149

$14,114,341

$ 1 6 ,8 8 8 ,4 8 8

$ 2 3 ,5 1 4 ,3 6 6

Cash Flows fro m Investing Activities
Purchase of property, plant and e q u ip m e n t...............................................................
Proceeds fro m disposal of a s s e ts ..................................................................................
Investm ent in and loan to jo in t ve n tu re ........................................................................
Decrease in d e p o s its .........................................................................................................
Purchase of intangible a s s e ts .........................................................................................
Disbursem ents on non-operating notes receivable...................................................
Payments received from non-operating notes re ce iva b le ........................................
Other, net..............................................................................................................................

$ (6,804,030)
1,306,488
(441,000)
—
—
—
2,417,883
(523,698)

$(10,172,585)
138,127
(1,128,362)
463,328
—
—
—

$ (8,751,196)
46,655,229
—
—
(211,275)
(150,000)
250,894
286,882

Net cash provided by (used in) investing a ctivitie s ............................................

$ (4,044,357)

$(11,270,127)

$ 38,080,534

$

$

—
(46,322)
(5,117,607)
(2,635)
246,985

$ (8,483,977)
(13,000,000)
(28,622,307)
(4,615,655)
(1,175)
—

$ 13,975,910

$ (4,919,579)

$(54,723,114)

Increase (decrease) in cash and cash e q u iv a le n ts ........................................................
Cash and cash equivalents at beginning of p e rio d ........................................................

$ (3,905,926)
10,400,583

$

698,782
9,701,801

$

6,871,786
2,830,015

Cash and cash equivalents at end of p e rio d ....................................................................

$

$ 10,400,583

$

9,701,801

Net cash provided by operating a c tiv itie s .............................................................

Cash Flows fro m Financing Activities
Changes in short-term d e b t..............................................................................................
Net change in line of credit b o rro w in g s ........................................................................
Repayment of long-term d e b t.........................................................................................
Cash dividends p a id .........................................................................................................
Purchase of com m on sto ck.............................................................................................
Issuance of com m on s to c k .............................................................................................
Net cash (used in) financing a c tiv itie s .................................................................

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 1 (In Part): Summary of Accounting Policies
Cash and Cash Equivalents
The Corporation considers all highly liquid investments
with a maturity of three months or less at the time of pur
chase to be cash equivalents.

(570,635)

—
(1,579,761)
(5,160,413)
(7,235,736)
—

6,494,657

Note 13: Supplemental Cash Flow Information
Supplemental Disclosure of Cash Flow Information
1996
Cash payment fo r interest,
net of interest capitalized
Cash payments fo r

income taxes

$

2,976 $

1995

1994

59,753 $3,199,018

$5,689,279 $8,375,829 $8,797,775
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CASH FLOWS FROM INVESTING
ACTIVITIES
Paragraphs 15-17 of SFAS No. 95 define those transac
tions and events which constitute investing cash receipts
and payments. With the exception of certain transactions
described in paragraphs 12-13 of SFAS No. 95 and
paragraph 7 of SFAS No. 104, which amends SFAS No.
95, cash receipts and payments should be reported
separately and not netted. Examples of reporting cash
flows from investing activities follow.

Property Acquisitions/Disposals
GENUINE PARTS COMPANY (DEC)
Consolidated Statements of Cash Flows
(Dollars In thousands)
Operating Activities
Net in c o m e ............................ .............................................................................................
Adjustm ents to reconcile net income to net cash provided by operating activities:
Depreciation and a m o rtiza tio n ....................................................................................
Gain on sale of property, plant and e q u ip m e n t......................................................
Provision fo r deferred t a x e s ......................................................................................
Equity in income fro m in ve ste e s...............................................................................
Income applicable to m in o rity interests....................................................................
Changes in operating assets and liabilities;
Trade accounts re c e iv a b le ......................................................................................
Merchandise in v e n to rie s .........................................................................................
Prepaid expenses and other current a c c o u n ts ...................................................
Trade accounts p a y a b le ...........................................................................................
Income taxes payable and other current lia b ilitie s ............................................

1996

1995

1994

$330,076

$309,168

$288,548

50,445
(786)
13,930
(9,398)
2,586

43,234
(1,248)
12,340
(8,298)
2,712

37,374
(158)
6,699
(7,224)
2,373

(57,531)
(106,364)
13,333
70,138
21,586

(77,910)
(122,876)
(5,550)
15,115
(8,000)

(58,484)
(125,426)
(11,097)
57,641
8,708

(2 ,061)

(150,481)

(89,594)

Net Cash Used in Investing Activities . . .
Financing Activities
Proceeds fro m revolving line of credit, net.
Proceeds fro m long-term d e b t.....................
Payments on long-term d e b t .......................
Stock options e x e rc is e d .................................
Dividends p a id .................................................
Purchase of s to c k ............................................
C ontributions from m in o rity interests.
Net Cash Used in Financing A c tiv itie s ........................................................ ............

198,954

158,687

328,015

Net Cash Provided by Operating A ctivitie s............................
Investing Activities
Investm ent in Grupo Auto T o d o .................................................
Purchase of property, plant and e q u ip m e n t............................
Proceeds fro m sale of property, plant and e q u ip m e n t.........
Proceeds fro m sale and m aturity of sho rt-te rm investments
Other investing a ctivitie s...............................................................

(23,306)

(18,199)

(26,009)
(66,002)
2,885
64,599
(9,062)

(114,079)

(104,132)

(33,589)

2,000
50,000
(324)
7,881
(160,214)
(94,715)
4,555

45,000
50,000
(1,167)
4,105
(151,257)
(40,182)
790

(698)
4,368
(140,289)
(70,345)
778

(190,817)

(92,711)

(206,186)

(38,156)
82,410

(40,821)
123,231

—

—

(90,769)
4,836

(95,158)
4,385
—

—

—
—

Net Increase (Decrease) in Cash and Cash E qu iva len ts................................. ............
Cash and Cash Equivalents at Beginning of Y e a r............................................ ............

23,119
44,254

Cash and Cash Equivalents at End of Y ea r........................................................ ............

$ 67,373

$ 44,254

$ 82,410

Cash paid during the year for:
Income t a x e s ........................................................................................................... ............

$187,809

$223,641

$178,307

In te re s t.......................................... ............................................................................. ............

$

$

$

Supplemental disclosure of cash flo w inform ation

8,405

2,919

1,333
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
1. (In Part): Summary of Significant Accounting Policies
Cash Equivalents
The Company considers all highly liquid investments with
a maturity of three months or less when purchased to be
cash equivalents.

Investments
BROWNING-FERRIS INDUSTRIES, INC. (SEP)
Consolidated Statement of Cash Flows
(In thousands)

1996

Cash Flows From Operating Activities:
Net income ( lo s s ) .................................................................................................. .........
A djustm ents to reconcile net income (loss)
to cash provided by operating activities:
Depreciation and am ortization Property and equipm ent....................................................................................
G o o d w ill................................................................................................................
Other intangible assets......................................................................................
Special ch a rg e s .......................................................................................................
Deferred income tax e x p e n s e .............................................................................
Am ortization of deferred investm ent tax c r e d it...............................................
Provision fo r losses on accounts rece iva ble...................................................
Gains on sales of fixed a s s e ts .............................................................................
Equity in earnings of unconsolidated affiliates,
net of dividends re ce ive d ..................................................................................
M in o rity interest in income of consolidated subsidiaries,
net of dividends p a id .........................................................................................
Increase (decrease) in cash fro m changes in assets and
liabilities excluding effects of acquisitions:
Trade re c e iv a b le s ...........................................................................................
In v e n to rie s .......................................................................................................
Other a s s e ts ....................................................................................................
Other lia b ilitie s ................................................................................................

$(101,331)

1995

1994

$ 384,561

$ 2 7 8 ,7 1 0

.........
.........

521,185
47,374
33,966
446,800
3,034
(706)
29,527
(4,512)

476,384
43,519
31,967
—
23,450
(706)
26,620
(4,724)

391,639
19,277
33,276
—
23,458
(706)
31,346
(5,167)

.........

(13,455)

(28,535)

(19,442)

.........

10,895

26,344

15,501

(70,069)
(5,466)
52,625
74,519

(112,586)
2,606
(14,563)
50,579

.........
.........
.........
.........
.........

.........
.........
.........
.........

(28,683)
1,563
29,991
(118,805)

Total a d ju s tm e n ts .................................................................................................. .........

958,174

645,928

415,218

Net cash provided by operating a c tiv itie s ........................................................ .........

856,843

1,030,489

693,928

Cash Flows From Investing Activities:
Capital e x p e n d itu re s .............................................................................................
Payments fo r businesses a c q u ire d ....................................................................
Investm ents in unconsolidated a ffilia te s ..........................................................
Proceeds fro m disposition of a sse ts.................................................................
Purchases of sho rt-te rm in ve stm e n ts...............................................................
Sales of sho rt-te rm in ve stm e n ts........................................................................
Return of investm ent in unconsolidated a ffilia te s ..........................................

.........
.........
.........
.........
.........
.........
.........

(935,382)
(188,451)
(82,535)
57,742
—
302,065
56,861

(929,596)
(769,369)
(29,530)
159,217
(42,179)
201,924
38,637

(694,475)
(398,734)
(54,342)
74,797
—
147,424
30,431

Net cash used in investing a c tiv itie s ................................................................. .........

(789,700)

(1,370,896)

(894,899)

.........
.........
.........
.........

13,316
980,834
(904,459)
(137,944)

15,363
1,062,652
(591,884)
(134,139)

450,876
175,111
(246,761)
(122,944)

Net cash provided by (used in) financing a c tiv itie s ........................................ .........

(48,253)

351,992

256,282

Effect o f Exchange Rate C hanges........................................................................... .........

(1,474)

2,092

949

Net Increase in C ash.................................................................................................. .........
Cash at Beginning of Year......................................................................................... .........

17,416
92,808

13,677
79,131

56,260
22,871

Cash at End of Year.................................................................................................... .........

$110,224

$ 92,808

$ 79,131

Supplemental Disclosure of Cash Paid For:
Interest, net of capitalized a m o u n ts.................................................................... .........
Income ta x e s ........................................................................................................... .........

$174,590
$163,251

$153,576
$205,544

$ 97,996
$174,005

Cash Flows From Financing Activities:
Proceeds from issuances of sto ck......................................................................
Proceeds from issuances of in d e b te d n e ss......................................................
Repayments of in d e b te d n e s s .............................................................................
Dividends p a id .........................................................................................................
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DOW JONES & COMPANY, INC. (DEC)
Consolidated Statements of Cash Flows
1996

1995

1994

$189,969

$189,572

$178,173

(In thousands)
Operating Activities:
Net in co m e ..............................................................................................................................
Adjustm ents to reconcile net income to net cash provided by operating activities:
D epreciation............................................................................................................................
Am ortization of excess of cost over net assets of businesses acquired...................
Gain on sale of businesses and in ve stm e n ts..................................................................
Gain on disposition of plant and p r o p e rty ......................................................................
W rite-dow n of in v e s tm e n ts ................................................................................................
Loss on operating lease.......................................................................................................
M in ority interests in losses of s u b s id ia rie s ....................................................................
Cumulative effect of accounting c h a n g e .........................................................................
Equity in losses (earnings) of associated companies, net of d is trib u tio n s ..............
Changes in assets and liabilities:
Accounts receivable— t r a d e ...........................................................................................
Unearned revenue..............................................................................................................
In v e n to rie s ..........................................................................................................................
Other current a s s e ts .........................................................................................................
Accounts payable and accrued liabilities......................................................................
Income taxes.......................................................................................................................
Deferred taxe s.....................................................................................................................
Deferred com pensation....................................................................................................
Other noncurrent lia b ilitie s ..............................................................................................
Other, n e t.................................................................................................................................

174,189
43,567
(14,315)
(1,696)

163,051
43,019
(13,557)
(1,827)

(6,437)

8,412
(6,550)

21,289

(1,714)

(40,099)
6,808
1,912
(2,998)
17,214
(2,283)
(3,994)
14,484
7,900
(353)

(36,423)
7,863
(2,180)
(8,563)
16,168
952
(1,377)
15,271
115
(345)

(35,604)
14,376
147
2,064

405,157

371,887

403,142

Investing Activities:
Additions to plant and p ro p e rty .........................................................................................
Disposition of plant and p ro p e rty......................................................................................
Businesses and investm ents acquired, net of cash re ce ive d .....................................
Businesses and investm ents sold, net of cash g iv e n ....................................................
Return of capital by in v e s te e s ...........................................................................................
Proceeds from guaranteed investm ent c o n tr a c t...........................................................
Loans to in vestee s................................................................................................................

(232,178)
13,549
(145,145)
23,877
1,448
5,318
(649)

(218,765)
13,451
(74,186)
22,066
5,318
(10,402)

(222,434)
18,608
(47,327)
5,218
477
5,318
(3,632)

Net cash provided by operating a c tiv itie s ....................................................................

20

164,383
40,920
(3,097)
(1,965)
3,582
(787)
3,007
8,812

22,220
12,948
(16,867)
9,387
355
1,088

Net cash used in investing a c tiv itie s .............................................................................

(333,780)

(262,498)

(243,772)

Financing Activities:
Cash divid e n d s.......................................................................................................................
Increase in long-term d e b t..................................................................................................
Reduction of long-term d e b t .............................................................................................
Proceeds from sales under stock purchase p la n s ........................................................
Purchase of treasury stock..................................................................................................
Contributions fro m m in ority p a r tn e r ...............................................................................

(92,969)
144,129
(65,811)
21,259
(88,704)
5,416

(89,131)
172,285
(214,544)
17,430

(83,360)
231,679
(197,318)
17,001
(118,219)

Net cash used in financing a ctivitie s.............................................................................

(76,680)

(104,818)

(150,217)

Effect of exchange rate changes on c a s h ........................................................................

(1,595)

(1,792)

(3,917)

(Decrease) increase in cash and cash equivalents........................................................
Cash and cash equivalents at beginning of y e a r ..........................................................

(6,898)
13,667

2,779

10,888

5,236
5,652

$ 13,667

$ 10,888

Cash and cash equivalents at end of y e a r ......................................................................

$

6,769

9,142
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NOTES TO FINANCIAL STATEMENTS

Note 1 (In Part): Summary of Significant Accounting
Policies
Cash Equivalents are highly liquid investments with a
maturity of three months or less when purchased.

Note 6 (In Part): Long-Term Debt

Interest payments were $18,916,000 in
$16,679,000 in 1995 and $21,989,000 in 1994.

1996,

Note 8 (In Part): Income Taxes
Income tax payments were $154,005,000 in 1996,
$140,303,000 in 1995 and $161,551,000 in 1994.

PFIZER INC. (DEC)
Consolidated Statement of Cash Flows
(Millions of dollars)
Operating Activities
Net income.........................................................................................
Adjustments to reconcile net income to net cash provided by operating activities:
Depreciation and amortization of intangibles............................................
Deferred taxes.....................................................................................
Other .................................................................................................
Changes in assets and liabilities, net of effect of businesses acquired and divested:
Accounts receivable...........................................................................
Inventories.......................................................................................
Prepaid and other assets....................................................................
Accounts payable and accrued liabilities................................................
Income taxes payable.........................................................................
Other deferred items.........................................................................
Net cash provided by operating activities.....................................................
Investing Activities
Acquisitions, net of cash acquired............................................................
Purchases of property, plant and equipment..............................................
Proceeds from the sale of a business......................................................
Purchases of short-term investments......................................................
Proceeds from redemptions of short-term investments...............................
Purchases of long-term investments........................................................
Purchases and redemptions of short-term investments by financial subsidiaries
Decrease in loans and long-term investments by financial subsidiaries..........
Other investing activities........................................................................
Net cash used in investing activities............................................................
Financing Activities
Proceeds from issuances of long-term debt..............................................
Repayments of long-term debt...............................................................
Increase/(decrease) in short-term debt.....................................................
Stock option transactions......................................................................
Purchases of common stock..................................................................
Cash dividends paid.............................................................................
Other financing activities.......................................................................
Net cash (used in)/provided by financing activities.......................................
Effect of exchange rate changes on cash and cash equivalents........................
Net increase/(decrease) in cash and cash equivalents....................................
Cash and cash equivalents at beginning of year............................................
Cash and cash equivalents at end of year.....................................................
Supplemental Cash Flow Information
Cash paid during the period for:
Income taxes.......................................................................................
Interest..............................................................................................

1996

1995

1994

$1,929

$1,573

$1,298

430
75
14

374
(12)
76

292
32
(5)

(255)
(149)
(208)
66
23
142
2,067

(290)
(25)
(171)
320
88
(112)
1,821

(160)
(111)
(12)
168
121
(135)
1,488

(451)
(774)
353
(2,851)
3,490
(820)
(11)
52
75
(937)

(1,521)
(696)
—
(2,611)
2,185
(151)
(30)
330
151
(2,343)

(672)
—
(1,356)
1,245
(162)
44
21
40
(840)

636
(804)
259
280
(27)
(771)
45
(382)
(1)
747
403
$1,150

502
(52)
(444)
205
(108)
(659)
37
(519)
(14)
(1,055)
1,458
$ 403

40
(4)
1,030
64
(511)
(594)
37
62
19
729
729
$1,458

$ 709
139

$ 646
175

$ 414
107

—
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Significant Accounting Policies (In Part)
Cash equivalents consist primarily of demand deposits,
certificates of deposit and certain time deposits with ma
turities of three months or less at the date of purchase.
Certain items which meet the definition of cash equiva
lents, but are part of a larger pool of investments, are in
cluded in Short-term investments.

Loans Receivable
GANNETT CO., INC. (DEC)
Consolidated Statements of Cash Flows
(In thousands of dollars)
Cash flows from operating activities
Net income.................................................................................... .......
Adjustments to reconcile net income to
operating cash flows
Discontinued operations................................................................. .......
Depreciation.................................................................................. .......
Amortization of intangibles............................................................. .......
Deferred income taxes.................................................................... .......
Other, net..................................................................................... .......
Increase in receivables.................................................................... .......
Decrease (increase) in inventories..................................................... .......
Decrease (increase) in film broadcast rights....................................... .......
(Decrease) increase in accounts payable............................................ .......
Increase (decrease) in interest and taxes payable................................ .......
Change in other assets and liabilities, net........................................... .......
Net cash flow from operating activities.............................................. .......
Cash flows from investing activities
Purchase of property, plant and equipment......................................... .......
Payments for acquisitions, net of cash acquired..................................
Change in other investments............................................................ .......
Proceeds from sale of certain assets................................................. .......
Collection of long-term receivables................................................... .......
Net cash provided by (used for) investing activities............................. .......
Cash flows from financing activities
Proceeds from long-term debt..........................................................
Payments of long-term debt............................................................ .......
Dividends paid.............................................................................. .......
Cost of common shares repurchased................................................ .......
Proceeds from issuance of common stock......................................... .......
Net cash (used for) provided by financing activities............................. .......
Effect of currency exchange rate change............................................ .......
(Decrease) increase in cash and cash equivalents................................ .......
Balance of cash and cash equivalents at beginning of year.................... .......
Balance of cash and cash equivalents at end of year............................. .......

1996

1995

1994

$ 943,087

$ 477,262

$ 465,399

(319,120)
193,011
94,559
68,254
(117,854)
(50,046)
16,489
1,755
(25,659)
20,784
(218,191)
606,869

(17,851)
143,739
49,328
23,636
40,775
(23,093)
(46,998)
5,910
33,561
(14,053)
(68,755)
603,461

(10,003)
146,054
44,110
(40,623)
42,933
(49,978)
(140)
(1,008)
29,368
35,374
52,811
714,297

(260,047)

(183,536)
(1,834,862)
(3,326)
2,324
5,030
(2,014,370)

(144,854)
(28,258)
(23,500)
130,387
1,658
(64,567)

(17,515)
778,716
3,248
504,404

(954,924)
(197,417)
(1,443)
26,964
(1,126,820)
(236)
(15,783)
46,985
$ 31,202

2,054,000
(464,973)
(191,947)
16,200
1,413,280
362
2,733
44,252
$ 46,985

(85,265)
(194,465)
(399,336)
4,219
(674,847)
(6,126)
(31,243)
75,495
$ 44,252

C as h Flow s From Investing Activities

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Note 3. Statement of Cash Flows
For purposes of this statement, the Company considers
its marketable securities, which are readily convertible
into cash (with original maturity dates of less than 90
days) and consist of short-term investments in govern
ment securities, commercial paper and money market
funds, as cash equivalents.
Cash paid in 1996, 1995 and 1994 for income taxes
and for interest (net of amounts capitalized) was as fol
lows:
(In thousands of dollars)
Income taxes
Interest

1996

1995

1994

$555,642
$142,395

$316,698
$ 52,094

$264,601
$ 45,740

Higher income tax paid in 1996 reflects improved oper
ating results as well as tax on the gain on the sale of out
door. Higher interest payments relate to borrowings
associated with the Multimedia acquisition.
In 1996, the Company reported a $95 million after-tax
non-cash gain on the exchange of broadcast stations re
ferred to in Note 2.
In 1995, the Company assumed net liabilities of ap
proximately $0.5 billion in connection with the Multimedia
acquisition.
In 1994, the Company issued 506,000 shares of its
common stock from treasury valued at approximately
$26 million in connection with the acquisition of KTHVTV in Little Rock.
In 1996, 1995 and 1994, the Company issued 136,437
shares, 297,201 shares and 134,243 shares, respec
tively, in settlement of previously granted stock incentive
rights. The compensation liability for these rights of $9.9
million for 1996, $17 million in 1995 and $8 million in
1994 was transferred to shareholders’ equity at the time
the shares were issued.
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Purchase M ethod Business Com binations
H.J. HEINZ COMPANY (APR)
Consolidated Statements of Cash Flows
(Dollars In thousands)
Operating Activities:
Net income.......................................................................................
Adjustments to reconcile net income to cash
provided by operating activities:
Depreciation..................................................................................
Amortization..................................................................................
Deferred tax provision......................................................................
Gain on sale of confectionery and specialty rice businesses...................
Other items, net.............................................................................
Changes in current assets and liabilities, excluding
effects of acquisitions and divestitures:
Receivables................................................................................
Inventories..................................................................................
Prepaid expenses and other current assets.......................................
Accounts payable.........................................................................
Accrued liabilities.........................................................................
Income taxes..............................................................................
Cash provided by operating activities...................................................
Investing Activities:
Capital expenditures...........................................................................
Acquisitions, net of cash acquired........................................................
Proceeds from divestitures.................................................................
Purchases of short-term investments...................................................
Sales and maturities of short-term investments.....................................
Investment in tax benefits.......... .....................................................
Other items, net................................................................................
Cash (used for) investing activities.......................................................
Financing Activities:
Proceeds from long-term debt.............................................................
Payments on long-term debt...............................................................
(Payments on) proceeds from short-term debt, net................................
Dividends.........................................................................................
Purchase of treasury stock..................................................................
Proceeds from minority interest..........................................................
Proceeds from borrowings against insurance policies.............................
Repayments of borrowings against insurance policies.............................
Exercise of stock options....................................................................
Other items, net................................................................................
Cash (used for) provided by financing activities.....................................
Effect of exchange rate changes on cash and cash equivalents...................
Net (decrease) increase in cash and cash equivalents...............................
Cash and cash equivalents at beginning of year.....................................
Cash and cash equivalents at end of year..............................................

1996

1995

1994

$659,319

$591,025

$602,944

254,640
89,169
135,235
—
(82,198)

238,229
77,038
134,304
—
(43,680)

200,035
59,774
106,803
(127,001)
(55,767)

(222,894)
(102,269)
(14,361)
126,596
(114,015)
7,866
737,088

(77,039)
(87,580)
(27,634)
111,361
(72,644)
(90,874)
752,506

135,195
9,742
14,688
67,660
(110,822)
27,954
931,205

(334,787)
(156,006)
82,061
(982,824)
1,050,971
62,081
(11,637)
(290,141)

(341,788)
(1,178,819)
52,497
(1,808,327)
1,800,992
14,436
(12,819)
(1,473,828)

(275,052)
(95,685)
265,573
(598,486)
680,208
1,400
(5,377)
(27,419)

4,860
(46,791)
(39,745)
(381,927)
(155,200)
—
6,361
—
95,853
45,788
(470,801)
(10,420)
(34,274)
124,338
$ 90,064

573,689
(10,209)
630,310
(345,422)
(273,671)
95,400
70,931
(68,898)
44,263
17,014
733,407
13,717
25,802
98,536
$124,338

991
(18,249)
(398,333)
(325,958)
(222,582)
—
134,162
(65,264)
22,645
11,042
(861,546)
(12,136)
30,104
68,432
$ 98,536

C as h Flow s From Investing Activities

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

1. (In Part): Significant Accounting Policies
Cash Equivalents; Cash equivalents are defined as
highly liquid investments with original maturities of 90
days or less.
7. Supplemental Cash Flows Information
1995

1994

Cash Paid During The Year For:
Interest
$308,564 $ 210,610
Income taxes
143,646
251,358

(Dollars in thousands)

$146,951
153,000

Details of Acquisitions;
Fair value of assets
Liabilities†
Cash paid
Less cash acquired
Net cash paid for
acquisitions

1996

$269,907 $1,359,028
113,697
179,942

$102,382
6,697

1,179,086
267

95,685

$156,006 $1,178,819

$ 95,685

156,210
204

† Includes notes to sellers of $37.4 million in 1996.

—
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SUN MICROSYSTEMS, INC. (JUN)
Consolidated Statements of Cash Flows
(In thousands)
Cash flow from operating activities:
Net income........................................................................................
Adjustments to reconcile net income to operating cash flows:
Depreciation and amortization.............................................................
Tax benefit of options exercised..........................................................
Other non-cash items......................................................................
Net increase in receivables............................................................... .
Net increase in inventories.................................................................
Net (decrease) increase in accounts payable..........................................
Net increase in other current and non-current assets..............................
Net increase in other current and non-current liabilities...........................
Net cash provided from operating activities.................................................
Cash flow from investing activities:
Additions to property, plant and equipment..............................................
Acquisition of other assets....................................................................
Acquisition of short-term investments.....................................................
Payment for IMP acquisition..................................................................
Maturities of short-term investments......................................................
Sales of short-term investments.............................................................
Net cash used by investing activities..........................................................
Cash flow from financing activities:
Issuance of stock, net of employee repurchases.......................................
Acquisition of treasury stock.................................................................
Proceeds from employee stock purchase plans.........................................
Reduction of short-term borrowing, net...................................................
Reduction of long-term borrowing and other............................................
Net cash (used by) provided from financing activities....................................
Net increase (decrease) in cash and cash equivalents....................................
Cash and cash equivalents, beginning of year..............................................
Cash and cash equivalents, end of year......................................................
Supplemental disclosures of cash flow information:
Cash paid during the year for:
Interest ..........................................................................................
Income taxes...................................................................................
Supplemental schedule of non-cash investing and financing activities:
The Company purchased all of the assets of Integrated
Micro Products plc during fiscal year 1996. In conjunction
with the acquisition, liabilities were assumed as follows:
Fair value of assets acquired...............................................................
Cash paid for assets.........................................................................
Liabilities assumed...........................................................................
Stock issued in connection with acquisitions............................................
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
1 (In Part): Summary of Significant Accounting Policies
Cash equivalents and short-term investments
Cash equivalents consist primarily of short-term invest
ments with insignificant interest rate risk and original ma
turities of three months or less at the date of acquisition.
Short-term investments consist primarily of time de
posits, commercial paper, tax exempt securities, and for
eign debt with original maturities beyond three months.

1996

1995

1994

$ 476,388

$ 355,842

$ 195,824

284,083
53,000
68,358
(160,238)
(135,742)
17,275
(43,701)
128,891
688,314

240,626
20,837
2,482
(188,773)
(24,724)
(59,833)
(2,006)
293,043
637,494

248,247
9,088
5,122
(225,857)
(38,673)
93,388
(35,203)
103,808
355,744

(295,638)
(83,889)
(1,301,798)
(96,100)
1,424,324
228,377
(124,724)

(242,436)
(68,089)
(3,470,614)

(213,229)
(115,199)
(2,799,408)

2,300,824
804,862
(675,453)

2,407,666
252,736
(467,434)

59,554
(522,336)
54,840
(1,625)
(39,038)
(448,605)
114,985
413,869
$ 528,854

79,613
(36,107)
42,750
(27,901)
(40,464)
17,891
(20,068)
433,937
$413,869

19,243
(294,427)
42,298
(12,203)
(38,123)
(283,212)
(394,902)
828,839
$ 433,937

$ 18,140
$ 193,461

$ 14,229
$113,999

$
$

$ 101,500
(96,100)
5,400
$ 19,012

—

—

20,788
63,267

—

—

—

—

—

—
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Nonhom ogeneous O perations
DEERE & COMPANY (OCT)
Statement of Consolidated Cash Flows
(In millions of dollars)
Cash Flows from Operating Activities
Net income............................................................................................
Adjustments to reconcile net income to net cash provided by operating activities:
Provision for doubtful receivables............................................................
Provision for depreciation.............................................. .......................
Undistributed earnings of unconsolidated subsidiaries and affiliates..............
Provision (credit) for deferred income taxes..............................................
Changes in assets and liabilities:
Receivables.....................................................................................
Inventories.......................................................................................
Accounts payable and accrued expenses................................................
Insurance and health care claims and reserves.......................................
Retirement benefit accruals.................................................................
Other ..............................................................................................
Net cash provided by operating activities............................................
Cash Flows from Investing Activities
Collections of credit receivables.................................................................
Proceeds from sales of credit receivables...................................................
Proceeds from maturities and sales of marketable securities...........................
Proceeds from sales of equipment on operating leases..................................
Proceeds from sales of businesses............................................................
Cost of credit receivables acquired.............................................................
Purchase of marketable securities.............................................................
Purchases of property and equipment........................................................
Cost of operating leases acquired...............................................................
Acquisitions of businesses.......................................................................
Other....................................................................................................
Net cash used for investing activities...................................................
Cash Flows from Financing Activities
Increase (decrease) in short-term borrowings..............................................
Change in intercompany receivables/payables
Proceeds from long-term borrowings........................................................
Principal payments on long-term borrowings..............................................
Proceeds from issuance of common stock.................................................
Repurchase of common stock..................................................................
Dividends paid.......................................................................................
Other....................................................................................................
Net cash provided by (used for) financing activities...............................
Effect of Exchange Rate Changes on Cash...................................................
Net Increase (Decrease) in Cash and Cash Equivalents..................................
Cash and Cash Equivalents at Beginning of Year...........................................
Cash and Cash Equivalents at End of Year...................................................

1996

1995

1994

$ 817.3

$ 706.1

$ 603.6

59.9
311.4
(2.6)
(65.0)

39.6
283.1
(9.2)
75.5

36.1
256.7
(12.6)
26.2

89.9
(75.1)
162.1
(39.7)
72.0
14.2
1,344.4

(355.4)
(17.0)
218.4
38.0
(150.4)
10.7
839.4

(147.8)
(164.5)
61.4
98.8
(58.3)
19.2
718.8

4,353.4
960.3
104.4
86.0

3,409.9
837.3
181.2
45.5
90.5
(5,147.7)
(194.1)
(262.4)
(120.8)

3,012.5
561.9
222.9
49.2

(35.2)
(1,195.8)

(4,308.8)
(344.8)
(228.1)
(102.5)
(119.8)
52.2
(1,205.3)

(283.2)

490.1

934.2

1,190.0
(661.4)
39.0
(274.7)
(209.3)
(.4)
(200.0)
(1.1)
(72.2)
363.7
$ 291.5

775.0
(636.7)
43.6
(5.6)
(190.5)
(2.6)
473.3
1.4
118.3
245.4
$ 363.7

188.5
(590.7)
36.9
(3.0)
(171.8)
(3.2)
390.9
2.8
(92.8)
338.2
$ 245.4

(5,902.6)
(127.3)
(275.9)
(299.4)
(112.4)
(2.0)
(1,215.5)
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Cash Flow Information
For purposes of the statement of consolidated cash
flows, the company considers investments with original
maturities of three months or less to be cash equivalents.
Substantially all of the company’s short-term borrowings
mature within three months or less.
Cash payments for interest and income taxes con
sisted of the following in millions of dollars:
1996

1995

1994

Consolidated

$120
298
(6)
$412

$129
262
(6)
$385

$123
202
(6)
$319

Income taxes:
Equipment Operations
Financial Services
Intercompany eliminations

$513
104
(92)

$297
99
(88)

$259
88
(66)

Consolidated

$525

$308

$281

Interest:
Equipment Operations
Financial Services
Intercompany eliminations
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Restricted Assets
GEORGIA-PACIFIC CORPORATION (DEC)
Statement of Cash Flows

Cash provided by (used for) operations
Net income.........................................................................................
Adjustments to reconcile net income to cash provided by operations:
Depreciation.....................................................................................
Cost of timber harvested....................................................................
Deferred income taxes........................................................................
Amortization of goodwill....................................................................
Stock compensation programs............................................................
Other income....................................................................................
Gain on sales of assets........................................................................
Amortization of debt issue costs, discounts and premiums........................
Cumulative effect of accounting change, net of taxes...............................
(Decrease) in accounts receivable sale program.....................................
(Increase) decrease in receivables........................................................
(Increase) in inventories......................................................................
Change in other working capital............................................................
Increase (decrease) in taxes payable.....................................................
Change in other assets and other long-term liabilities...............................
Cash provided by operations.......................................................... ..........
Cash provided by (used for) investing activities
Property, plant and equipment investments..............................................
Timber and timberlands purchases..........................................................
Acquisition..........................................................................................
(Increase) decrease in cash restricted for capital expenditures......................
Proceeds from sales of assets.................................................................
Other.................................................................................................
Cash (used for) investing activities.............................................................
Cash provided by (used for) financing activities
Repayments of long-term debt...............................................................
Additions to long-term debt..................................................................
Fees paid to issue debt.........................................................................
Increase (decrease) in bank overdrafts.....................................................
Increase (decrease) in commercial paper and other short-term notes............
Common stock repurchased..................................................................
Proceeds from option plan exercises......................................................
Cash dividends paid.............................................................................
Cash provided by (used for) financing activities............................................
Increase (decrease) in cash......................................................................
Balance at beginning of year..................................................................
Balance at end of year...........................................................................

$ 156

$1,018

$ 310

766
171
5
59
20
(39)
(17)
6
—
—
35
(3)
52
(10)
12
1,213

707
219
(33)
59
20
—
(18)
4
—
(350)
(47)
(237)
32
26
74
1,474

695
218
(33)
59
(4)
(57)
(14)
10
5
—
(203)
(44)
40
(12)
39
1,009

(1,059)
(142)
(363)
84
132
(11)
(1.359)

(1,259)
(244)
—
(90)
59
1
(1,533)

(850)
(211)
—
(13)
249
(4)
(829)

(165)
125
(4)
44
324
—
4
(183)
145

(228)
1,004
(8)
(11)
(547)
(47)
27
(173)
17
(42)
53
$ 11

(333)
53
—
39
218
—
—
(145)
(168)
12
41
$ 53

(1)
11
$ 10
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NOTES TO FINANCIAL STATEMENTS

Note 1 (In Part): Summary of Significant Accounting
Policies
Property, Plant and Equipment.
Property, plant and equipment are recorded at cost.
Lease obligations for which the Corporation assumes or
retains substantially all the property rights and risks of
ownership are capitalized. Replacements of major units
of property are capitalized and the replaced properties
are retired. Replacements of minor components of prop
erty and repair and maintenance costs are charged to
expense as incurred.

The Corporation capitalizes interest on projects when
construction takes considerable time and entails major
expenditures. Such interest is charged to the property,
plant and equipment accounts and amortized over the
approximate life of the related assets. Interest capital
ized, expensed and paid were as follows:
(Millions)

Year ended December 31
1996
1995
1994

Total interest costs
Interest capitalized

$470

Interest expense
Interest paid

$434
(39)

$460

$439

$395

$453

$468

$433

$481

(31)

(7)

Note 7 (In Part): Income Taxes
Income taxes paid during 1996 are net of refunds of ap
proximately $73 million, primarily related to a 1995 fed
eral overpayment and 1991 and 1992 federal audits.
Income taxes paid during 1995 and 1994 included tax
and interest payments of $12 million and $84 million, re
spectively, to the Internal Revenue Service to settle sub
stantially all pending income tax issues for years prior to
1991.
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SAVANNAH FOODS & INDUSTRIES, INC. (SEP)
Consolidated Statements of Cash Flows
(In thousands)
Cash flow s fro m operations:
Net incom e ( lo s s ) ..................................................................................................
Adjustm ents to reconcile net income (loss)
to net cash provided by operations Depreciation and am o rtizatio n........................................................................
Im pairm ent of long-lived assets (Note 2 ) ...................................................
Extraordinary item, net of tax,
related to financing a ctivitie s......................................................................
Provision fo r deferred income ta x e s .............................................................
Net loss on disposal of asse ts........................................................................
Decreases (increases) in w orking capital Accounts rece iva ble......................................................................................
In v e n to rie s .......................................................................................................
Other current assets......................................................................................
Trade accounts p a ya b le ...............................................................................
Other liabilities and accrued expenses......................................................
Other .....................................................................................................................

1996

1994

..............

$5,972

$(3,493)

$5,743

..............
..............

27,994
10,280

28,314

28,972
—

..............
..............
..............

971
(5,173)
2,595

..............
..............
..............
..............
..............
..............

Cash provided by o p e ra tio n s ............................................................................. ..............
Cash flow s fro m investing activities:
A dditions to property, plant and e q u ip m e n t...............................................
Proceeds fro m sale of property, plant
and equipm ent................................................................................................
Sale of in ve stm e n ts...........................................................................................
Business sales and (a c q u is itio n s ).................................................................
Use of escrowed industrial revenue bond funds
fo r additions to property, plant and eq u ip m e n t.....................................
Other .....................................................................................................................

1995

__
(5,283)
460

(9,118)
20,565
7,924
(10,558)
1,110
(2,713)

8,785
(17,781)
(6,952)
6,306
(777)

11,254
60,299
2,657
(49,457)
3,373
1,431

49,849

15,991

59,449

(16,303)

(22,218)

784
3,615
(7,050)

3,309
18,559
—

(7,916)

..............
..............
..............

2,538
13,869
12,500

Cash provided by (used fo r) investing a ctivitie s ............................................ ..............

__
(207)
674

..............

..............
..............

—

3,253
(182)

1,122

__
(2,182)

3,669
(2,930)

24,062

(21,136)

..............
..............
..............

(14,800)
(51,240)
(971)

22,300
(28,703)

..............
..............

(3,280)
106

5,742
(11,282)
226

(10,627)
676

Cash used fo r financing a c tiv itie s ...................................................................... ..............

(70,185)

(11.717)

(38,883)

Cash flo w s fo r y e a r................................................................................................ ..............
Cash and cash equivalents, beginning of y e a r ............................................... ..............

3,726
11,574

(16,862)
28,436

20,955
7,481

Cash and cash equivalents, end of y e a r .......................................................... ..............

$15,300

Cash flo w s from financing activities:
(Decrease) increase in sho rt-te rm b o rro w in g s ..........................................
Payments of long-term d e b t ...........................................................................
Debt prepaym ent charge, net of ta x...............................................................
Liquidation of unused industrial revenue
bond escrow balances..................................................................................
Dividends p a id ....................................................................................................
Other .....................................................................................................................

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 1 (In Part): Summary of Significant Accounting
Policies
Cash and Cash Equivalents
Cash and cash equivalents include all investments pur
chased with an original maturity of 90 days or less which
have virtually no risk of loss of the principal value of the
investment.

_

389
(26,300)
(2,632)

—

$11,574

—

_

$28,436

Note 5 (In Part): Long-term Debt, Credit Arrangements
and Leases
Interest expense was $12,355,000 in fiscal 1996,
$14,847,000 in fiscal 1995, and $13,380,000 in fiscal
1994. Cash payments of interest were $12,945,000 in
fiscal 1996, $13,620,000 in fiscal 1995, and $12,321,000
in fiscal 1994.
Note 6 (In Part): Income Taxes
Cash payments for income taxes amounted to $537,000,
$6,637,000 and $7,504,000 for fiscal 1996, 1995 and
1994, respectively.
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Distributions Of Subsidiaries
CORNING INCORPORATED (DEC)
Consolidated Statements of Cash Flows

Cash Flows fro m Operating Activities:
Net income (lo s s )..................................................................................................................
Adjustm ents to reconcile net income (loss) to net cash
provided by operating activities of continuing operations:
(Incom e) loss fro m discontinued o p e ra tio n s .............................................................
Depreciation and a m o rtiz a tio n ......................................................................................
Equity in earnings of associated companies, other than Dow Corning
Corporation, less than (in excess of) dividends re c e iv e d ...................................
Equity in losses of Dow Corning C o rp o ra tio n .............................................................
M in ority interest in earnings of subsidiaries
in excess of dividends p a id .........................................................................................
Losses (gains) on disposition of properties and in v e s tm e n ts ..............................
Provision fo r restructuring, net of cash s p e n t ..........................................................
Deferred tax provision ( b e n e fit) ....................................................................................
O th er.....................................................................................................................................
Changes in operating assets and liabilities:
Accounts re c e iv a b le .........................................................................................................
In v e n to rie s .........................................................................................................................
Deferred taxes and other current a sse ts......................................................................
Accounts payable and other current lia b ilitie s ..........................................................

$175.6

$(50.8)

167.3
288.1

(20.7)
251.6

2.9

7.8
348.0

$281.3

(59.0)
242.7
(3.3)

2.8
29.0
(12.0)

18.5

25.1
12.9
25.4
(5.0)

21.0

8.1

26.7

19.0

6.6

2.8

(75.3)
(71.3)
(14.7)
65.1

9.7
(45.3)
5.5
(16.1)

Net Cash Provided by Operating Activities of Continuing O p e ra tio n s .....................

602.8

556.2

355.7

Cash Flows fro m Investing Activities:
A dditions to plant and e q u ip m e n t..................................................................................
A cquisitions of businesses, n e t .............................................................................
Net proceeds fro m disposition of properties and in ve stm e n ts..............................
Proceeds fro m D istributions of subsidiaries...............................................................
Net increase in long-term in ve stm e n ts........................................................................
Other, n e t ............................................................................................................................

(597.8)
(15.1)
35.9
650.0
(12.7)
19.7

(381.8)
(3.1)
18.3

(286.1)
(390.7)
133.1

(28.1)
(2.9)

(14.1)
(11.6)

Net Cash Provided by (Used in) Investing Activities of Continuing Operations . . .

80.0

(397.6)

(569.4)

415.4
(205.5)
(450.0)

167.9
(86.7)

236.6
(509.0)

Cash Flows fro m Financing Activities:
Proceeds fro m issuance of lo a n s ..................................................................................
Repayments of lo a n s .......................................................................................................
Repayments of loans w ith proceeds from D istributions of sub sid iaries..............
Increase in m in ority interest due to capital c o n trib u tio n s ........................................
Proceeds fro m issuance of convertible preferred securities of s u b s id ia ry .........
Proceeds fro m issuance of com m on sto ck.................................................................
Repurchases of com m on s t o c k ....................................................................................
Payment of d iv id e n d s .......................................................................................................
Net Cash Provided by (Used in) Financing A ctivities of Continuing O p e ra tio n s.. .
Effect of exchange rates on c a s h ......................................................................................

8.6

(143.1)
(38.5)
11.4
14.9

66.5
364.4
247.7

43.4
(83.9)
(167.2)

24.3
(33.1)
(167.2)

(152.2)

(439.2)

(94.8)

254.0

(2.2)

1.2

3.3

Effect of accounting calendar change on c a s h ...............................................................

(17.5)

Cash used in discontinued o p e ra tio n s.............................................................................

(188.3)

(18.5)

(50.3)

Net change in cash and cash equivalents........................................................................
Cash and cash equivalents at beginning of y e a r ..........................................................

35.6
187.6

46.5
141.1

(6.7)
147.8

Cash and Cash Equivalents at End of Y e a r......................................................................

$223.2

$187.6

$141.1

C a s h Flow s From Investing Activities

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Dollars in millions)
1 (In Part): Summary of Significant Accounting Policies
Cash and Cash Equivalents
Short-term investments, comprised of repurchase agree
ments and debt instruments with original maturities of
three months or less, are considered cash equivalents.
18 (In Part): Discontinued Operations
On December 31, 1996, Corning completed a strategic
repositioning of the company by distributing all of the
shares of Quest Diagnostics Incorporated (formerly
Corning Clinical Laboratories Inc.) and Covance Inc. (for
merly Corning Pharmaceutical Services Inc.) (the Distri
butions) to its shareholders on a pro rata basis. Prior to
the Distributions, Corning received a ruling from the In
ternal Revenue Service that the Distributions are tax-free
to Corning and its shareholders. As a result of the Distri
butions, Quest Diagnostics and Covance became inde
pendent, publicly traded companies.
As a result of the Distributions, Coming’s stockholders’
equity was reduced by $1.1 billion, which represented
Coming’s investment in equity and intercompany debt of
Quest Diagnostics and Covance on the date of the Distri
butions. Prior to the Distributions, Quest Diagnostics and
Covance borrowed $650 million from third-party lenders
and repaid intercompany debt to Corning. Corning used
the proceeds from the repayment of intercompany debt
to repay approximately $375 million of short-term bor
rowings and $75 million of long-term debt. Corning in
tends to use the remaining proceeds to invest for future
strategic uses.
Summarized results of Coming’s discontinued opera
tions are as follows:

Sales
Income (loss) before
incom e taxes
Income tax provision

1996

1995

1994

$515.0

$2,055.0

$1,687.1

$ 20.5
11.3

$

$

Income from operations,
net of income taxes
Provision fo r loss on
D istributions, including
income tax benefit of
$3.5 m illion

(176.5)

Discontinued operations,
net of income taxes

$(167.3)

9.2

57.2
36.5

116.5
57.5

20.7

59.0

$20.7

$59.0
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Sale And Leaseback
CONSOLIDATED PAPERS, INC. (DEC)
Consolidated Statements of Cash Flows

Cash Flows fro m Operating Activities
Net in co m e ................................................................................................................
Adjustm ents to reconcile net incom e to net cash
provided by operating activities:
Depreciation and d e p le tio n ...........................................................................
Am ortization of in ta n g ib le s ...........................................................................
Undepreciated cost of plant and
equipm ent re tire m e n ts .............................................................................
Earnings of a ffilia te s ......................................................................................
Deferred income taxe s....................................................................................
Noncash litigation settlem ent ......................................................................
(Increase) decrease in accounts receivable...............................................
(Increase) decrease in inventories...............................................................
(Increase) decrease in prepaid expenses...................................................
Increase (decrease) in accounts payable...................................................
Increase (decrease) in current liabilities,
other than current m aturities of
long-term debt and accounts p a y a b le ...................................................
Increase (decrease) in postretirem ent b e n e fits ........................................
Increase (decrease) in other noncurrent lia bilitie s...................................

............

$ 1 7 9 ,2 8 5

$ 229,230

$ 86,734

............
............

100,220
7,600

88,072
4,582

78,563
—

............
............
............
............
............
............
............
............

7,694
(3,341)
19,866
—
13,969
(5,511)
1,135
869

3,420
(4,327)
43,480
—
6,526
(18,051)
(9,314)
(9,674)

2,457
(3,101)
25,217
(2,500)
(26,189)
12,274
1,274
15,632

............
............
............

(8,352)
4,912
3,201

24,697
(31,528)
92

(2,819)
10,782
3,228

Net cash provided by operating activities.......................................................... ............

201,552

321,547

327,205

............
............
............
............
............

(287,893)
—
422,398
(393,229)
7,605

(158,716)
(225,276)
—
—
3,810

(97,739)
—
—
—
4,169

Net cash (used in) investing a c tiv itie s ............................................................... ............

(251,119)

(380,182)

(93,570)

............
............
............
............

(75,076)
23,467
(18,000)
6,717

(63,510)
85,000
12,137
16,567

(56,448)
—
(53,000)
7,498

Net cash provided by (used in) financing a c tiv itie s ........................................ ............

(62,872)

50,194

Net increase (decrease) in cash and cash eq uivale nts................................... ............
Cash and cash equivalents - beginning of y e a r ............................................... ............

7,556
5,372

Cash Flows fro m Investing Activities
Capital e xp e n d itu re s ...........................................................................................
A cquisition, net of cash......................................................................................
Proceeds fro m sale and le a se back.................................................................
Noncurrent in v e s tm e n ts....................................................................................
(Increase) decrease in investm ents and other a sse ts.................................

Cash Flows fro m Financing Activities
Cash d iv id e n d s ....................................................................................................
Proceeds from long-term d e b t........................................................................
Net borrow ings under lines of c r e d it .............................................................
Common stock issued ( n e t) .............................................................................

(101,950)
6,032
2,123

(2,783)
8,155

Cash and cash equivalents - end of y e a r .......................................................... ............

$

12,928

$

5,372

$

8,155

Cash paid during the year for;
In te re s t.................................................................................................................. ............
Income taxes......................................................................................................... ............

$

17,281
93,184

$

7,330
103,234

$

7,128
27,458

C ash Flow s From Investing Activities

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

1 (In Part): Summary of Accounting Policies
Cash and Cash Equivalents
For purposes of the Consolidated Statements of Cash
Flows, the company considers all highly liquid debt in
struments purchased with a maturity of three months or
less to be cash equivalents. Cash and cash equivalents
are carried at cost, which approximates fair market
value.
6 (In Part): Leases
The company sold certain assets for $253 million and
$169 million in May 1996 and September 1996, respec
tively. The assets were leased back from the purchaser
over a period of 15 years. Under the agreements, the
company will maintain deposits, initially in the amount of
$393 million, which together with interest earned are ex
pected to be sufficient to fund the company’s lease obli
gations, including the repurchase of the assets. These
lease agreements contain restrictions on net worth and
other matters.
These transactions are being accounted for as financ
ing arrangements and the resulting gains are amortized
over a 15-year period. At December 31, 1996, the com
pany recorded assets for the deposits from the sale pro
ceeds of $433 million and liabilities for the lease
obligations of $472 million. $10 million of both the depos
its and lease obligations are recorded as current. The
net amount of capital lease assets at December 31,
1996, is $305 million.
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Deposit
MCDERMOTT INTERNATIONAL, INC. (MAR)
Consolidated Statement of Cash Flows
(In thousands)
Cash Flows From Operating Activities:
Net Income (L o s s )................................................................................................................
Adjustm ents to reconcile net income (loss)
to net cash provided by (used in) operating activities:
Depreciation and a m o rtiz a tio n ......................................................................................
Equity in income of investees less d iv id e n d s .............................................................
Gain on sale and disposal of a s s e ts .............................................................................
Provision fo r (benefit fro m ) deferred taxes.................................................................
Cumulative effect of accounting ch a n g e s....................................................................
O th er.....................................................................................................................................
Changes in assets and liabilities, net of effects fro m acquisitions:
Accounts re c e iv a b le .........................................................................................................
Accounts p a y a b le ..............................................................................................................
In v e n to rie s .........................................................................................................................
Net contracts in progress and advance b illin g s ........................................................
Income taxes.......................................................................................................................
Accrued lia b ilitie s ..............................................................................................................
Other, n e t ............................................................................................................................
Proceeds fro m insurance fo r products liabilities c la im s ............................................
Payments of products liabilities c la im s ...........................................................................
Net Cash Provided By (Used In) Operating A ctivitie s ...................................................

1996

1995

$20,625

$9,111

$(10,794)

139,875
(5,963)
(9,115)
9,121
—
(8,786)

115,558
42,629
(1,874)
(3,896)
1,765
1,954

99,393
(54,646)
(4,369)
3,875
100,750
9,724

(16,613)
(43,187)
(11,638)
(164,805)
(32,957)
28,774
(26,687)
107,481
(151,961)

1,688
(34,637)
5,000
(37,891)
(38,277)
(32,243)
(20,609)
105,314
(126,151)

134,517
(34,944)
1,768
54,768
(37,118)
(92,349)
60,813
103,994
(112,271)

(12,559)

223,111

(165,836)

Cash Flows From Investing Activities:
A c q u is itio n s ............................................................................................................................
Purchases of property, plant and e q u ip m e n t.................................................................
Investment in asset held fo r le a s e ....................................................................................
Purchases of short-term investments, governm ent obligations and
other in ve stm e n ts............ .............................................................................................
Sales and m aturities of sho rt-te rm investm ents, governm ent obligations
and other in v e s tm e n ts ....................................................................................................
Proceeds from sale and disposal of a s s e ts ....................................................................
Deposit in advance of sale of certain e q u ip m e n t..........................................................
Investm ents in equity investees.........................................................................................
Returns of capital from equity in v e s te e s ........................................................................
Other .......................................................................................................................................
Net Cash Provided By (Used In) Investing A c tiv itie s ...................................................
Cash Flows From Financing Activities:
Payment of long-term d e b t ................................................................................................
Issuance of long-term d e b t ................................................................................................
Increase (decrease) in sho rt-te rm b o r r o w in g ...............................................................
Issuance of com m on s t o c k ................................................................................................
Issuance of preferred s to c k ................................................................................................
Dividends p a id .......................................................................................................................
Repurchase of subsidiary’s preferred s to c k ....................................................................
Other .......................................................................................................................................

1994

(23,260)
(85,838)
(29,620)

10,828
(91,179)
(6,711)

(85,894)
(76,321)
—

(413,912)

(520,007)

(794,234)

892,255
165,060
30,000
(23,364)
46,497
—

512,786
22,430
—
(26,156)
—
—

746,514
6,539
—
(1,108)
—
(4,287)

557,818

(98,009)

(208,791)

(174,331)
34,506
(31,488)
1,802
—

(35,553)
3,482
167,987
3,194
—

(62,411)
(5,743)
(2,071)

(61,827)
(17,185)
1,747

(222,646)
92,841
16,639
16,441
140,066
(56,773)
(3,587)
(950)

Net Cash Provided By (Used In) Financing A c tiv itie s ...................................................

(239,736)

61,845

(17,969)

Effects Of Exchange Rate Changes On C a s h .................................................................

508

823

(2,064)

Net Increase (Decrease) In Cash And Cash Equivalents...............................................
Cash and Cash Equivalents At Beginning Of Y e a r ........................................................

152,754
85,909

(47,900)
133,809

(5,713)
139,522

Cash And Cash Equivalents At End Of Y e a r....................................................................

$ 238,663

$ 85,909

$133,809

Supplemental Disclosures Of Cash Flow Inform ation:
Cash paid during the period for:
Interest (net of am ount c a p ita liz e d ).............................................................................
Income taxes (net of re fu n d s)..................... .................................................................

$
$

$ 7 6 ,5 1 9
$ 1 0 ,6 6 4

$ 72,159
$ 18,726

88,640
36,738

5 31

C as h Flow s From Investing Activities

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Note 1 (In Part): Summary of Significant Accounting
Policies
Cash Equivalents
Cash equivalents are highly liquid investments, with ma
turities of three months or less when purchased, which
are not held as part of the investment portfolio.

Price Guaranteed Prearranged Funeral
Contracts
SERVICE CORPORATION INTERNATIONAL (DEC)
Consolidated Statement of Cash Flows

Cash flo w s fro m operating activities:
Net in c o m e ..............................................................................................................................
Adjustm ents to reconcile net income to net cash provided by operating activities:
Depreciation and am o rtizatio n.........................................................................................
Provision fo r deferred income ta x e s .............................................................................
Gains from dispositions ( n e t ) .........................................................................................
Change in assets and liabilities net of effects fro m acquisitions:
(Increase) in re c e iv a b le s .............................................................................................
(Increase) in other assets.............................................................................................
Increase (decrease) in other lia b ilitie s ......................................................................
Other ................................................................................................................................

$265,298

$183,588

$131,045

129,819
56,902
(9,930)

92,541
45,164
(1,024)

68,993
27,490
(2,143)

(167,338)
(36,781)
(26,365)
(1,748)

(115,888)
(36,496)
7,473
(3,860)

(103,835)
(35,983)
27,606
(159)

Net cash provided by operating a c tiv itie s ........................................................................

209,857

171,498

112,914

Cash flo w s fro m investing a c tiv itie s :...............................................................................
Capital e x p e n d itu re s .........................................................................................................
Changes in prearranged funeral b a la n ce s....................................................................
Proceeds fro m sales of property and equipm ent........................................................
Acquisitions, net of cash acquired..................................................................................
Loans issued by finance sub sid iary...............................................................................
Principal payments received on loans by finance subsidiary...................................
Change in investm ents and o t h e r ..................................................................................

(193,152)
(86,291)
30,121
(279,320)
(86,858)
156,064
(20,690)

(125,231)
(80,794)
12,655
(693,627)
(38,184)
24,312
(24,266)

(81,090)
49,530
13,294
(711,357)
(48,320)
76,288
(5,042)

Net cash used in investing a c tiv itie s ..................................................................................

(480,126)

(925,135)

(706,697)

96,441
300,000
(109,458)

(453,959)
862,848
(135,960)

200,000

Cash flow s fro m financing activities:
Increase (decrease) in borrow ings under revolving credit agreem ents................
Long-term debt is s u e d ....................................................................................................
Payment of d e b t ................................................................................................................
Convertible preferred shares of SCI Finance LLC issu ed..........................................
Common stock issu ed.......................................................................................................
Dividends p a id ....................................................................................................................
Bank overdrafts and o th e r................................................................................................

295,570

(55,262)
25,195

331,063
(43,676)
32,464

(31,896)
172,500
189,726
(36,013)
1,415

Net cash provided by financing a c tiv itie s .........................................................................

256,916

592,780

791,302

Net increase (decrease) in cash and cash e q u iv a le n ts .................................................
Cash and cash equivalents at beginning of p e rio d ........................................................

(13,353)
57,484

(160,857)
218,341

197,519
20,822

Cash and cash equivalents at end of p e rio d ....................................................................

—

—

$ 44,131

—

$ 57,484

$218,341
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Dollars in thousands)

Note Two (In Part): Summary of Significant Accounting
Policies
Cash Equivalents: The Company considers all highly liq
uid investments purchased with an original maturity of
three months or less to be cash equivalents.
Funeral Operations: Funeral revenue is recognized
when the funeral service is performed. The Company’s
trade receivables consist primarily of funeral services al
ready performed. An allowance for doubtful accounts has
been provided based on historical experience.
The Company sells price guaranteed prearranged fu
neral contracts through various programs providing for
future funeral services at prices prevailing when the
agreement is signed. Revenues associated with sales of
prearranged funeral contracts (which include accumu
lated trust earnings and increasing insurance benefits)
are deferred and later recognized when the funeral serv
ice is performed. The Company considers price guaran
teed prearranged funeral contracts to be investments
made to retain and expand future market share. Accord
ingly, cash flows related to price guaranteed prearranged
funeral contracts have been reclassified from cash flows
from operating activities to cash flows from investing ac
tivities. For comparative purposes, reclassification was
made to the 1995 and 1994 consolidated statement of
cash flows.
Note Six (In Part): Income Taxes
The Company made income tax payments of approxi
mately $99,377, $65,859 and $69,555, in 1996, 1995
and 1994, respectively.
Note Seven (In Part): Debt
Cash interest payments for the three years ended De
cember 31, 1996 totaled $150,961, $111,609 and
$77,334, respectively.
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Increase In Cash Surrender Value
WALL STREET DELI, INC. (JUN)
Consolidated Statements of Cash Flows

Operating activities
Net income (loss)..............................................................................
Adjustments to reconcile net income
(loss) to net cash provided by operating activities:
Impairment of long-lived assets........................................................
Depreciation and amortization............................................................
Facilities closing costs......................................................................
Gain on sale of property and equipment..............................................
Deferred income taxes......................................................................
Provision for loss on notes and accounts receivable.............................
Decrease (increase) in operating assets:
Accounts receivable......................................................................
Inventories..................................................................................
Prepaid expenses........................................................ ................
Refundable income taxes...............................................................
Increase (decrease) in operating liabilities:
Accounts payable.........................................................................
Accruals.....................................................................................
Cash provided by operating activities................................................
Investing activities
Payments for purchase of property and equipment...............................
Proceeds from sale of property and equipment (Note 7 ) ........................
Payments received on notes receivable...............................................
Increase in cash surrender value of insurance on officers’ lives...............
Cash used by investing activities.....................................................
Financing activities
Net borrowings (payments) under line of credit....................................
Proceeds from exercise of stock options............................................
Purchase of treasury stock............................................................... __
Cash provided (used) by financing activities.....................................
Net increase (decrease) in cash for the period (Note 7).............................
Cash and cash equivalents, beginning of period.......................................
Cash and cash equivalents, end of period..............................................

1996

1995

1994

$ (2,457,706)

$(921,011)

$1,956,807

4,712,562
3,490,447
—
(369,573)
(1,343,500)
167,193

—
3,888,278
3,234,187
(113,710)
(1,484,300)
188,960

—
3,115,378
—
(34,374)
—
50,588

137,498
373,694
774,062
(118,941)

(1,009,005)
612,955
(603,761)
16,476

(172,451)
(282,314)
(165,292)
(137,205)

(154,808)
(266,440)
4,944,488

375,319
152,932
4,337,320

119,812
575,554
5,026,503

(3,990,107)
338,101
296,394
(11,787)
(3,367,399)

(6,680,019)
234,250
335,526
(86,525)
(6,196,768)

(10,278,019)
160,290
330,835
(83,374)
(9,870,268)

(650,000)
34,139
—
(615,861)
961,228
921,616
$1,882,844

1,650,000
186,836
(98,125)
1,738,711
(120,737)
1,042,353
$ 921,616

1,500,000
66,917
—
1,566,917
(3,276,848)
4,319,201
$1,042,353
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7. Supplemental Cash Flow Information
For purposes of the statements of cash flows, the Com
pany classifies cash on hand and in savings and check
ing accounts and short-term investments with a maturity
of three months or less as cash equivalents:
Supplemental cash flow information:
Year ended
_________________ June 29,1996 July 1, 1995 July 2 , 1994
Cash paid for (received from):
Interest
$241,567 $192,671 $ 13,745
Income taxes
(76,588)
787,367 1,065,146
Non-cash financing and
investing activities:
Notes received from sale of
property and equipment
445,159
165,000
251,500
Exercise of stock options
—
—
using company stock
3,131

CASH FLOWS FROM FINANCING
ACTIVITIES
Paragraphs 18-20 of SFAS No. 95 define those transac
tions and events which constitute financing cash receipts
and payments. With the exception of certain transactions
described in paragraphs 12-13 of SFAS No. 95 and
paragraph 7 of SFAS No. 104, which amends SFAS No.
95, cash receipts and payments should be reported
separately and not netted. Examples of reporting cash
flows from financing activities follow.
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Capital Stock Proceeds/Payments
BARNES GROUP INC. (DEC)
Consolidated Statements of Cash Flows
1996

1995

1994

$32,568

$27,484

$20,315

26,626
(528)
427

26,750
(268)
290

23,733
(151)
356

(2,321)
(9,971)
(1,548)
2,797
564
(2,810)
45,804

365
(6,073)
794
(2,664)
3,479
(2,862)
47,295

(9,411)
(1,037)
4,298
2,630
(485)
(2,549)
37,700

Net cash used by investing activities..........................................................

2,361
(33,892)
(706)
(32,237)

1,301
(35,820)
(2,057)
(36,576)

2,835
(31,848)
(2,252)
(31,265)

Financing activities:
Net increase (decrease) in notes payable.....................................................
Proceeds from the issuance of common stock..............................................
Payments to acquire treasury stock...........................................................
Dividends paid.......................................................................................
Net cash used by financing activities..........................................................
Effect of exchange rate changes on cash flows............................................
Increase (decrease) in cash and cash equivalents.........................................
Cash and cash equivalents at beginning of year............................................
Cash and cash equivalents at end of year.....................................................

1,322
4,907
(1,197)
(11,967)
(6,935)
(514)
6,118
17,868
$23,986

(7,389)
5,849
(1,746)
(10,491)
(13,777)
(1,097)
(4,155)
22,023
$17,868

(2,653)
3,956
—
(9,223)
(7,920)
(621)
(2,106)
24,129
$22,023

(Dollars in thousands)
Operating activities:
Net income........................................................................................
Adjustments to reconcile net income to net cash from operating activities
Depreciation and amortization.............................................................
Gain on sale of property plant and equipment.........................................
Translation losses.............................................................................
Changes in assets and liabilities:
Accounts receivable........................................................................
Inventories...................................................................................
Accounts payable...........................................................................
Accrued liabilities...........................................................................
Deferred income taxes....................................................................
Other liabilities and assets...............................................................
Net cash provided by operating activities.....................................................
Investing activities:
Proceeds from sale of property, plant and equipment....................................
Capital expenditures................................................................................

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
1 (In Part): Summary of Significant Accounting Policies
Cash and Cash Equivalents: All highly liquid investments
purchased with a maturity of three months or less are
cash equivalents and are carried at fair market value.
5 (In Part): Debt and Commitments
Interest paid was $5,736, $5,661 and $5,626 in 1996,
1995 and 1994, respectively. Interest capitalized was
$527, $214 and $478 in 1996, 1995 and 1994, respec
tively, and is being depreciated over the lives of the re
lated fixed assets.
6 (In Part): Income Taxes
Income taxes paid, net of refunds, were $17,825,
$13,269 and $8,849 in 1996, 1995 and 1994, respec
tively.
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FURNITURE BRANDS INTERNATIONAL, INC.
(DEC)
Consolidated Statements of Cash Flows
1996

1995

1994

$ 46,805

$ 28,408

$ 38,272

7,417

5,815

42,022
12,060
2,042
(7,301)
(11,430)
13,695

26,371
9,733
2,150
165
3,340
1,179

33,710
(7,972)
(15,628)
115,420

14,794
(211)
246
91,990

115,420

91,990

(1,233)
7,904
(2,676)
22,016
(16,695)
5,321

2,766
(40,344)
(37,578)

(335,438)
519
(35,616)
(370,535)

5,621
(21,108)
(15,487)

(4,467)
380,000
(530,279)
81,292
9,290
(19,961)
(764)
(84,889)
(7,047)
26,412
$19,365

(14,026)
576,000
(286,574)

(11,455)
423,000
(404,741)

201
(2,789)

698

272,812
(5,733)
32,145
$26,412

7,502
(2,664)
34,809
$32,145

Supplemental Disclosure:
Cash payments for income taxes, net......................................................

$33,126

$14,386

$37,127

Cash payments for interest....................................................................

$ 37,960

$32,010

$ 39,345

(Dollars in thousands)
Cash Flows from Operating Activities:
Net earnings.......................................................................................
Adjustments to reconcile net earnings to net cash provided by operating activities:
Net loss on early extinguishment of debt..............................................
Earnings from discontinued operations.................................................
Depreciation of property, plant and equipment.......................................
Amortization of intangible and other assets...........................................
Noncash interest expense..................................................................
(Increase) decrease in receivables........................................................
(Increase) decrease in inventories........................................................
Decrease in prepaid expenses and intangible and other assets...................
Increase (decrease) in accounts payable, accrued interest expense and
other accrued expenses..................................................................
Increase (decrease) in net deferred tax liabilities.....................................
Increase (decrease) in other long-term liabilities....................................
Net cash provided by continuing operations............................................
Net cash used by discontinued operations...................................................
Net cash provided by operating activities.....................................................
Cash Flows from Investing Activities:
Acquisition of business.........................................................................
Proceeds from the disposal of assets......................................................
Additions to property, plant and equipment..............................................
Net cash used by investing activities..........................................................
Cash Flows from Financing Activities:
Payments for debt issuance costs..........................................................
Additions to long-term debt..................................................................
Payments of long-term debt..................................................................
Proceeds from the sale of common stock................................................
Proceeds from the issuance of common stock..........................................
Payments for the repurchase of common stock warrants...........................
Payments for common stock offering expenses of selling shareholders........
Net cash provided (used) by financing activities....................................
Net decrease in cash and cash equivalents.................................................
Cash and cash equivalents at beginning of period.........................................
Cash and cash equivalents at end of period.................................................

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
3 (In Part): Significant Accounting Policies
Cash and Cash Equivalents
The Company considers all short-term investments with
an original maturity of three months or less to be cash
equivalents. Short-term investments are recorded at am
ortized cost, which approximates market.

(10,339)
25,675
10,101
196
(27,979)
(20,553)
2,648

537

C as h Flow s From Financing Activities

Debt Proceeds/Repayments
STONE CONTAINER CORPORATION (DEC)
Consolidated Statements of Cash Flows
(In millions)
Cash flows from operating activities
Net income (loss)...................................................................................
Adjustments to reconcile net income (loss) to net cash provided by operating activities:
Depreciation and amortization.................................................................
Deferred taxes.....................................................................................
Foreign currency transaction (gains) losses..............................................
Equity (income) loss from affiliates..........................................................
Extraordinary charges from early extinguishments of debt...........................
Cumulative effect of accounting change...................................................
Other—net..........................................................................................
Changes in current assets and liabilities—net of
adjustments for acquisitions and dispositions:
(Increase) decrease in accounts and notes receivable—net.........................
(Increase) decrease in inventories............................................................
(Increase) decrease in other current assets..............................................
Increase in accounts payable and other current liabilities.............................
Net cash provided by operating activities.....................................................
Cash flows from financing activities
Debt repayments.....................................................................................
Payments by consolidated affiliates on non-recourse debt.............................
Borrowings............................................................................................
Non-recourse borrowings of consolidated affiliates.......................................
Proceeds from issuance of common stock.................................................
Redemption of redeemable preferred stock of a consolidated affiliate...............
Refund of letter of credit...........................................................................
Cash dividends.......................................................................................
Net cash provided by (used in) financing activities.......................................
Cash flows from investing activities
Capital expenditures................................................................................
Payments made for businesses acquired.....................................................
Proceeds from sales of assets..................................................................
Purchase of securities of a non-consolidated affiliate.....................................
Effect on cash of de-consolidation of Stone-Consolidated...............................
Other—net............................................................................................
Net cash used in investing activities............................................................
Effect of exchange rate changes on cash.....................................................
Net cash flows
Net increase (decrease) in cash and cash equivalents....................................
Cash and cash equivalents, beginning of period............................................
Cash and cash equivalents, end of period...................................................

1996

1995

1994

$(126.2)

$255.5

$(204.6)

314.8
(88.1)
.5
(63.2)
3.7

371.8
213.6
(8.1)
(19.9)
189.0

41.1

102.1

358.9
(54.6)
15.8
7.7
61.6
14.2
(21.3)

185.1
(51.4)
15.0
56.3
287.6

(80.8)
(145.5)
21.7
62.3
961.7

(175.7)
29.7
(45.9)
86.5
72.3

(376.2)
(18.9)
587.7
2.6
.4
—
—
(67.6)
128.0

(826.3)
(146.1)
515.8
4.2
1.7
—
—
(41.5)
(492.2)

(1,655.8)
(429.3)
1,871.0
8.4
276.3
(52.6)
13.5
(8.1)
23.4

(250.8)
(107.2)
53.1
(39.6)

(386.5)
(56.7)
20.3

(232.6)
(24.5)
36.5

—

—

—

—

2.9
(341.6)
(1.7)

(113.1)
(9.1)
(545.1)
7.3

(14.4)
(235.0)
.5

72.3
40.3
$112.6

(68.3)
108.6
$40.3

(138.8)
247.4
$108.6

—

See Note 5 regarding non-cash financing and investing activities and supplemental cash flow information.

—
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS

1 (In Part): Summary of Significant Accounting Policies
Cash and Cash Equivalents:
The Company considers all highly liquid short-term in
vestments with original maturities of three months or less
to be cash equivalents and, therefore, includes such in
vestments as cash and cash equivalents in its financial
statements.
5. Additional Cash Flow Statement Information
The Company’s non-cash investing and financing activi
ties and cash payments (receipts) for interest and in
come taxes were as follows:
(In millions)
Year ended December 31,

1996

Notes receivable received
as partial consideration for
sale of assets
$ 32.7
Capital lease obligations
incurred
5.0
Assumption of debt of
consolidated affiliates
5.0
Issuance of common stock
as partial consideration to
extinguish debt
1.3
Assumption of non-recourse
_
debt of affiliates
Short-term note receivable
recorded as partial
consideration from sale of an
investment
Conversion of investment in an
—
affiliate into a note receivable
Cash paid (received) during
the year for:
Interest (net of capitalization)
Income taxes (net of refunds)

$383.1
4.8

1995

$

2.3

1994

$ 1.3
2.4

180.4
15.0

115.0

7.8
—

$443.7
125.5

3.2

$373.7
(4.1)

In 1995, the other - net component of net cash provided
from operating activities included minority interest ex
pense of $29.3 million.
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SUPERVALU INC. (FEB)
Consolidated Statements of Cash Flows
1996

(In thousands)
Cash Flows From Operating Activities
Net e a rn in g s .......................................................................................................................
Adjustm ents to reconcile net earnings to net cash
provided by operating activities:
Equity in earnings of ShopK o......................................................................................
Dividends received fro m S ho pK o...............................................................................
Depreciation and a m o rtiz a tio n ....................................................................................
Provision fo r losses on re ce iva b le s...........................................................................
Restructuring and other c h a rg e s ...............................................................................
Gain on sale of property, plant and e q u ip m e n t......................................................
Deferred income ta x e s ..................................................................................................
Treasury shares contributed to employee incentive p la n .....................................
Changes in assets and liabilities, excluding effect fro m acquisitions;
R e ce iv a b le s.....................................................................................................................
In ve n to rie s.......................................................................................................................
Other current assets.......................................................................................................
Direct financing leases..................................................................................................
Accounts payable...........................................................................................................
Other lia b ilitie s ................................................................................................................

$166,433

$

1995

1994

43,334

$185,253

(17,618)
6,482
219,084
2,269
—
(12,215)
64,567
107

(17,884)
6,482
198,718
1,627
244,000
(3,689)
(140,914)
525

(14,789)
6,483
186,261
7,165
—
(404)
(1 ,890)
444

17,865
79,880
(2,671)
8,302
(55,246)
(51,569)

(14,862)
52,296
4,638
9,517
6,516
(49,804)

(1,207)
22,222
108
9,183
18,171
15,745

Net Cash Provided By Operating A c tiv itie s ......................................................................

425,670

341,000

432,745

Cash Flows From Investing Activities
Additions to long-term notes re ce iva b le ......................................................................
Proceeds received on long-term notes receivable......................................................
Proceeds fro m sale of property, plant and equipm ent...............................................
Purchase of property, plant and e q u ip m e n t...............................................................
Business acquisitions, net of cash a c q u ire d ...............................................................
Other investing a c tiv itie s ..................................................................................................

(28,394)
64,757
94,733
(236,248)
—
(39,645)

(32,052)
33,396
43,854
(298,124)
(111,083)
33,033

(35,591)
51,557
41,531
(231,489)
—
44,249

Net Cash Used In Investing A c tiv itie s ...............................................................................

(144,797)

(330,976)

(129,743)

Cash Flows From Financing Activities
Net issuance (reduction) of sho rt-te rm notes p a y a b le ............................................
Proceeds fro m issuance of long-term d e b t.................................................................
Repayment of long-term d e b t.........................................................................................
Reduction of obligations under capital leases.............................................................
Proceeds fro m the sale of com m on stock under option p la n s ..............................
Dividends p a id .....................................................................................................................
Payment fo r purchase of treasury s t o c k ......................................................................

(68,141)
257,500
(308,406)
(17,529)
2,291
(66,122)
(80,090)

199,530
150,000
(221,245)
(19,095)
212
(65,368)
(52,065)

(228,414)
4,365
(9,462)
(18,377)
9,521
(59,562)
—

Net Cash Used In Financing A ctivitie s...............................................................................

(280,497)

(8,031)

(301,929)

376
4,839

Net increase in c a s h ............................................................................... ..............................
Cash at beginning of y e a r....................................................................................................
Cash At End Of Y e a r..............................................................................................................

$

5,215

1,073
1,773

1,993
2,846
$

4,839

$

2,846
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Supplemental Cash Flow Information
T h e c o m p a n y ’s n o n - c a s h in v e s tin g a n d f in a n c in g a c t iv i
t ie s w e r e a s fo llo w s :

(In thousands)
Leased asset additions and
related obligation
Acquisitions:
Fair value of assets acquired
Cash paid
Preferred stock issued
Liabilities assumed

1996

1995

1994

$37,769

$22,695

$13,127

402,885
117,477

35,482

—

—

$285,408

$29,574

5,908

P a y m e n ts f o r in te r e s t a n d in c o m e t a x e s w e r e a s fo llo w s :

(In thousands)
Interest (net of am ount
capitalized)
Income taxes

1996

1995

1994

$144,599
61,994

$134,251
123,808

$123,457
107,891
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Capital Lease Obligations
WAL-MART STORES, INC. (JAN)
Consolidated Statements of Cash Flows
1997

1996

1995

$ 3,056

$ 2,740

$ 2,681

(A m ounts in m illio ns)
Cash flow s fro m operating activities
Net in c o m e ..................................................................................................................
A djustm ents to reconcile net income to net cash
provided by operating activities:
Depreciation and a m o rtiz a tio n ............ ........................................................
Increase in accounts rece iva ble......................................................................
Decrease/(increase) in in ve n to rie s.................................................................
Increase in accounts pa yab le...........................................................................
Increase in accrued lia b ilitie s ...........................................................................
Deferred income ta x e s ................................... ...............................................
Other .....................................................................................................................

.........

1,463
(58)
99
1,208
430
(180)
(88)

1,304
(61)
(1,850)
448
29
76
(303)

1,070
(84)
(3,053)
1,914
496
9
(127)

5,930

2,383

2,906

(2,643)
464

(3,566)

(3,734)

234

(352)
502
(208)

(2,068)

(3,332)

(3,792)

.........

(2,458)

660
1,004

220
1,250

.........
.........

.........

632
(208)
(481)
(541)
(74)
68

Net cash (used in)/provided by financing a c tiv itie s .......................................... .........

(3,062)

.........
.........
.........
.........

Net cash provided by operating a c tiv itie s ............................................................. .........
Cash flow s from investing activities
Payments fo r property, plant and e q uipm en t............................................... .........
Proceeds from sale of photo finishin g plan ts............................................... .........
A cquisition of assets fro m W oolw orth Canada, Inc....................................
Sale/leaseback arrangem ents...........................................................................
Other investing a c tiv itie s .................................................................................. .........

111

Net cash used in investing a c tiv itie s ...................................................................... .........
Cash flow s fro m financing activities
(Decrease)/increase in com m ercial p a p e r ...................................................
Proceeds from issuance of long-term d e b t .................................................
Net proceeds from form ation of real estate
investm ent tru st (R E IT )...............................................................................
Purchase of Company stock.............................................................................
Dividends p a id ....................................................................................................
Payment of long-term d e b t .............................................................................
Payment of capital lease o b lig a tio n s .............................................................
Other financing a c tiv itie s ..................................................................................

Net increase in cash and cash e q u iva le n ts.......................................................... .........
Cash and cash equivalents at beginning of y e a r................................................. .........
$

Supplemental disclosure of cash flo w inform ation
Income tax p a id ....................................................................................................... .........
Interest p a id ........................................................................................................... .........
Capital lease obligations in c u rre d ...................................................................... .........

$ 1 ,791
851
326

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
1 (In Part): Summary of Significant Accounting Policies
Cash and Cash Equivalents
The Company considers investments with a maturity of
three months or less when purchased to be cash equiva
lents.

(81)
93

800
83

Cash and cash equivalents at end of y e a r............................................................. .........

883

(68)
(391)
(37)
(70)

(105)
(458)
(126)

$

7

987

911

38
45

25
20

83

$ 1,785
866
365

$

45

$ 1,390
658
193
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Dividend Payments
FOXMEYER HEALTH CORPORATION (MAR)
Consolidated Statements of Cash Flows
1995

1994

$ 41,614

$ 29,512

1996

(In thousands o f dollars)
Cash flo w s fro m operating activities:
Net income (lo s s )..................................................................................................................
Adjustm ents to reconcile net income (loss) to net cash provided (used)
by operating activities:
M in ority interest in results of operations of consolidated s u b sid ia rie s ............
Equity in loss (incom e) of a ffilia te s ...........................................................................
Depreciation and a m o rtiza tio n ....................................................................................
Income from National Steel C o rp o ra tio n .................................................................
Unusual ite m s ................................................................................................................
Gain on in v e s tm e n ts ....................................................................................................
Provision fo r losses on accounts re ce iva ble..........................................................
Other non-cash charges (c r e d its ) .............................................................................
Deferred income tax provision ( b e n e fit) .................................................................
Cash provided (used) by w orking capital items, net of acquisitions:
R eceivables.....................................................................................................................
Inventories.......................................................................................................................
Other assets.....................................................................................................................
Accounts payable and accrued lia b ilitie s .................................................................
Proceeds fro m accounts receivable financing pro gra m ........................................
Funds transferred to National Steel Corporation fo r potential
environm ental lia b ilitie s................................................................................................
Other ................................................................................................................................

$ (63,661)

2,117
4,575
24,774
(3,329)
47,712
(6,951)
21,885
(10,544)
(29,226)

4,125
(778)
20,889
(5,445)
2,707
(10,707)
20,511
5,257
675

6,097
474
19,044
(5,305)
—
(2,879)
1,887
187
820

(55,314)
104,627
(160)
(1,722)
—

(109,800)
(197,873)
4,352
120,656
75,000

(64,589)
(4,430)
(10,867)
(70,202)
125,000

—
1,934

—
(1,863)

(10,000)
(610)

36,717

(30,680)

14,139

(40,789)
(84,354)
33,178

(59,092)
(59,015)
55,954

(56,322)
(26,898)
50,424

—
(6,215)
(8,390)

1,888
(16,104)
4,177

277
—
(540)

Net cash used by investing a c tiv itie s ...............................................................................

(106,570)

(72,192)

(33,059)

Cash flow s fro m financing activities:
B orrow ings under revolving credit f a c ilitie s ..........................................................
Repayments under revolving credit fa c ilitie s ..........................................................
Proceeds fro m issuance of long-term d e b t.............................................................
Debt re p a ym e n ts...........................................................................................................
Loan origination fe e s ....................................................................................................
Repurchase of the com m on stock of subsidiaries.................................................
Repurchase of the com m on stock of FoxMeyer Health C o rp o ra tio n ................
Mandatory redem ption of preferred s to c k ...............................................................
Exercise of stock o p tio n s.............................................................................................
Dividends paid on redeemable preferred s to c k ......................................................
Dividends paid to m in ority in te re s ts ........................................................................

1,444,880
(1,396,880)
23,603
(2,418)
(1 ,055)
—
—
(4,236)
3,449
(4,180)
(1,555)

1,288,831
(1,177,431)
13,406
(11,577)
(720)
(182)
(28,953)
(4,400)
4,850
(4,620)
(2,087)

1,069,350
(1,153,150)
255,531
(128,773)
(5,110)
—
(1,251)
(4,399)
108
(5,060)
(1,843)

Net cash provided (used) by operating a c tiv itie s ..........................................................
Cash flow s from investing activities:
Purchase of property, plant and equipm ent.............................................................
Purchase of in ve stm e n ts.............................................................................................
Proceeds fro m the sale of in ve stm e n ts....................................................................
Proceeds fro m the sale of property, plant and
e q u ip m e n t..................................................................................................................
Acquisitions, net of cash acquired.............................................................................
Other ................................................................................................................................

Net cash provided by financing a ctivitie s........................................................................

61,608

77,117

25,403

Net increase (decrease) in cash and short-term
in ve stm e n ts.....................................................................................................................
Cash and short-term investments, beginning of y e a r .................................................

(8,245)
35,232

(25,755)
60,987

6,483
54,504

Cash and short-term investments, end of y e a r .........

...............................................

$

26,987

$

35,232

$

60,987

C a s h Flow s From Financing Activities

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Note A (In Part): Significant Accounting Policies
Cash and Short-term Investments: Cash and short-term
investments consist principally of amounts held in de
mand deposit accounts and amounts invested in time
deposit instruments having a maturity of three months or
less at the time of purchase and are recorded at cost.
Note R - Supplemental Cash Flow Information
The following supplemental cash flow information is pro
vided for interest and income taxes paid and for noncash
transactions (in thousands of dollars):
For the years ended March 31,
1996
1995
1994
Interest paid
Income taxes paid
Noncash transactions:
Exchange of Series A
Preferred Stock fo r
com m on stock
Exchange of treasury
stock fo r FoxMeyer
com m on stock
Ben Franklin com m on
stock distributed as
a dividend
Payment of dividends
in kind on Series
A Preferred Stock
Capital lease obligations
incurred

$33,486
191

$27,904
1,325

$15,530
459

112,753

80,010

29,697

15,319

13,200

5,389

—

1,907

—
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Overdraft
THE GREAT ATLANTIC & PACIFIC TEA
COMPANY, INC. (FEB)
Statements of Consolidated Cash Flows
(Dollars in thousands)

Fiscal 1995

Cash Flows From Operating Activities;
Net income (lo s s )..................................................................................................................
A djustm ents to reconcile net income (loss) to cash provided by operating activities:
W rite -o ff of goodw ill and long-lived a s s e ts ...............................................................
Cumulative effect on prio r years of change in accounting principle:
Postem ploym ent b e n e fits ...........................................................................................
Depreciation and a m o rtiz a tio n ......................................................................................
Deferred income tax provision (benefit) on income (loss)
before cum ulative effect of accounting change..........................................................
(Gain) loss on disposal of owned p ro p e rty ................................................................
(Increase) decrease in re ce iva b le s...............................................................................
(Increase) decrease in in v e n to rie s ...............................................................................
Increase in prepaid expenses and other current a s s e ts ..........................................
Increase (decrease) in accounts p a y a b le ....................................................................
Increase (decrease) in accrued expenses....................................................................
Increase (decrease) in store closing accru als.............................................................
Increase (decrease) in other accruals and other lia b ilitie s .....................................
Other operating activities, n e t.........................................................................................

$ 57,224

Fiscal 1994
$ (1 7 1 ,5 3 6 )

Fiscal 1993
$ 3,959

127,000

_
225,449

4,950
235,444

235,910

9,496
(3,177)
556
(13,103)
(573)
3,944
(4,251)
(18,240)
16,518
(11,873)

20,836
(816)
(15,197)
34,048
(1,341)
(9,996)
1,295
2,012
(43,603)
(1,756)

(19,568)
1,032
1,936
12,928
(7,981)
(1,557)
46,292
(34,522)
(19,438)
(5,385)

Net cash provided by operating activities........................................................................

261,970

181,340

213,606

Cash Flows From Investing Activities:
Expenditures fo r p r o p e r ty ..................................................................................................
Proceeds fro m disposal of p ro pe rty..................................................................................
Acquisition of business, net of cash a c q u ire d ...............................................................

(236,139)
34,576
—

(214,886)
12,113
—

(267,329)
19,464
(42,948)

Net cash used in investing a c tiv itie s ...............................................................................

(201,563)

(202,773)

(290,813)

Cash Flows From Financing Activities:
Changes in short-term d e b t................................................................................................
Proceeds under revolving lines of credit and long-term b o rro w in g s .......................
Payments on revolving lines of credit and long-term b o rro w in g s ............................
Principal payments on capital le ase s...............................................................................
Increase (decrease) in book o v e rd ra fts ...........................................................................
Cash divid e n d s.......................................................................................................................
Purchase of Treasury s to c k ................................................................................................

25,598
594,613
(683,442)
(17,953)
(1,075)
(7,644)
—

(30,912)
229,447
(93,085)
(15,923)
(37,720)
(24,843)
—

12,410
237,340
(146,052)
(18,876)
39,192
(30,576)

Net cash provided by (used) in financing a c tiv itie s ......................................................

(89,903)

Effect of exchange rate changes on cash and short-term in v e s tm e n ts ...................
Net Increase (Decrease) in Cash and S hort-term In v e s tm e n ts .................................
Cash and Short-term Investm ents at Beginning of Y e a r ............................................
Cash and Short-term Investm ents at End of Y e a r ........................................................

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Summary of Significant Accounting Policies (In Part)
Cash and Short-term Investments
Short-term investments that are highly liquid with an
original maturity of three months or less are included in
cash and short-term investments and are deemed to be
cash equivalents.

338
(29,158)
128,930
$ 99,772

26,964
(837)

(2)
93,436
(2,113)

4,694
124,236

14,116
110,120

$ 128,930

$ 1 2 4 ,2 3 6

Indebtedness (In Part)
Maturities for the next five fiscal years are: 1996-$13 mil
lion; 1997-$242 million; 1998-$44 million; 1999-$48 mil
lion; 2000-$78 million. Interest payments on indebted
ness were approximately $54 million for fiscal 1995, $52
million for fiscal 1994 and $41 million for fiscal 1993.
Income Taxes (In Part)
Income tax payments for fiscal 1995, 1994 and 1993
were approximately $19, $12 and $15 million, respec
tively.
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Interest Rate Swap Proceeds
MAYTAG CORPORATION (DEC)
Statements of Consolidated Cash Flows

Operating activities
Net incom e ( lo s s ) ..............................................................................................................
Adjustm ents to reconcile net income (loss) to
net cash provided by operating activities:
Extraordinary item - early retirem ent of d e bt..........................................................
Cumulative effect of accounting c h a n g e .................................................................
M in ority in te r e s t...........................................................................................................
Loss on business d is p o s itio n s ..................................................................................
Depreciation and am o rtizatio n....................................................................................
Deferred income taxes..................................................................................................
Restructuring charge....................................................................................................
Changes in w orking capital item s exclusive of business
dispositions and investm ent in jo in t venture:
Accounts receivable................................................... ..............................................
In ve n to rie s................................................... ..............................................................
Other current assets..................................................................................................
Other current lia b ilitie s .............................................................................................
R e s tru c tu rin g .............................................................................................................
“ Free flig h ts ” p ro m o tio n ...........................................................................................
Pension assets and lia b ilitie s......................................................................................
Postretirem ent b e n e fits...............................................................................................
Other— net.......................................................................................................................

1994

1995

1996

(In thousands)

$ 1 4 7 ,9 4 7

$ (20,476)

$ 1 3 6 ,4 2 9

5,480

1,548

3,190
1,260
111,279
(15,341)
40,000

(14,234)
(41,158)
15,124
28,956
(17,755)
(12,129)
18,937
(5,413)

Net cash provided by operating activities............................................................
Investing activities
Capital e xp e n d itu re s.........................................................................................................
Investm ent in jo in t venture (net of cash acquired of $ 5 ,1 7 4 )................................
Proceeds from business dispositions (net of cash in businesses
sold of $15,783 in 1995 and $2,650 in 1 9 9 4 ) .....................................................
Total investing activities.

13,088
119,358
(10,058)

60,156
13,248
5,548
4,624
(903)
(388)
17,735
15,702
2,643

(53,074)
24,503
(2,537)
43,387
(26,686)
(26,709)
14,089
21,197
1,667
269,362

247,503

319,979

(211,455)
(29,625)

(148,349)

(79,024)

148,497

79,428

148

404

(241,080)

Financing activities
Proceeds from issuance of notes payable .
Repayment of notes payable..........................
Proceeds fro m issuance of long-term debt
Repayment of long-term d e b t.......................
Debt repurchase p re m iu m s ..........................
Stock re p u rc h a s e s ..........................................
Stock options exercised and other
Common stock tra n sa ctio n s.....................
D iv id e n d s ..........................................................
Investm ent by jo in t venture p a rtn e r............
Proceeds from interest rate s w a p s ..............

146,785
111,864
(42,036)

18,921
(48,729)

19,562
(137,696)

(163,609)
(5,480)
(54,775)

(36,001)

15,738
(57,223)
8,625
38,038

16,801
(55,352)

12,377
(53,596)

Total financing a ctivities............................................................................. ..................
Effect of exchange rates on c a s h .................................................................... ................

(120,679)
585

(292,223)
2,907

(195,354)
4,261

(Decrease) increase in cash and cash e q u iva le n ts..................................... ................
Cash and cash equivalents at beginning of y e a r.......................................... ..................

(113,671)
141,214

30,811
110,403

Cash and cash equivalents at end of y e a r........................................................................

34,094
26,536
(20,500)
(1,548)
(164,439)

$

27,543

$

141,214

78,673
31,730
$

110,403
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Summary of Significant Accounting Policies (In Part)
Cash Equivalents; Highly liquid investments with a ma
turity of 90 days or less when purchased are considered
by the Company to be cash equivalents.
Income Taxes (In Part)
Income taxes paid, net of refunds received, during 1996,
1995 and 1994 were $102 million, $123 million, and
$103 million, respectively.
Long-Term Debt (In Part)
Interest paid during 1996, 1995 and 1994 was $51.1 mil
lion, $60.3 million, and $75.2 million, respectively. The
Company capitalizes interest incurred on funds used to
construct property, plant and equipment. Interest capital
ized during 1996, 1995 and 1994 was $8.9 million, $2.5
million, and $0.6 million, respectively.

547

C as h Flows From Financing Activities

Minority Interests
ASARCO INCORPORATED (DEC)
Consolidated Statement of Cash Flows
1996

1995

1994

$138,336

$169,153

$64,034

118,569
26,302
5,707
(438)
(72,321)
—

118,827
97
4,775
(460)
4,124
34,864

83,097
10,084
5,964
(38,214)
(59,837)
—

12,807
88,331

(6,878)
129,543

6,301
809

............
............
............
............
............

(27,200)
(23,742)
49,193
(41,527)
(6,739)

(36,867)
48,842
19,671
8,915
(5,536)

(70,673)
(53,171)
45,584
(6,174)
2,369

Net cash provided fro m (used fo r) operating activities................................... ............

267,278

489,070

(9,827)

............
............
............
............
............
............
............
............
............
............

(286,474)
346,327
(5,800)
44,840
(46,513)
42,455
(1,002)
—
—
—

(337,831)
9,966
(4,513)
20,953
(23,203)
76,877
(76,375)
60,450
(116,444)
93,348

(98,464)
94,808
(959)
177,264
(175,712)
—
—
—
—
—

Net cash provided fro m (used fo r) investing a c tiv itie s ................................... ............

93,833

(296,772)

(3,063)

............
............
............
............
............
............
............
............

53,303
(360,847)
(10,064)
1,146
(5,280)
(58,295)
4,000
(34,174)

234,449
(162,892)
10,809
6,754
—
(33,828)
—
(29,645)

115,058
(82,752)
—
4,418
—
—
—
(16,765)

Net cash provided fro m (used fo r) financing a ctivitie s................................... ............
Effect of exchange rate changes on c a s h .......................................................... ............

(410,211)
3,108

25,647
2,134

19,959
(1,248)

Increase (decrease) in cash and cash e q u iv a le n ts .......................................... ............
Cash and cash equivalents at beginning of y e a r............................................... ............

(45,992)
238,400

220,079
18,321

5,821
12,500

Cash and cash equivalents at end of y e a r.......................................................... ............

$192,408

$238,400

$18,321

(Dollars in thousands)
Operating Activities
Net e a rn in g s ................................................................................................................ ...........
Adjustm ents to reconcile net earnings to net cash
provided fro m (used for) operating activities:
Depreciation and depletion............................................................................... ...........
Provision fo r deferred income t a x e s ............................................................ ...........
Treasury stock used fo r employee b e n e fits ................................................. ............
Undistributed equity e a rn in g s ........................................................................ ...........
Net (gain) loss on sale of investm ents and p ro p e rty ................................ ............
Provision fo r asset im p a irm e n t.................................................................... ............
Increase (decrease) in accruals fo r closed plant
and environm ental m a tte r s ...................................................................... ............
M in ority in te re sts............................................................................................. ............
Cash provided fro m (used fo r) operating assets and
liabilities, net of the consolidation of SPCC:
Accounts receivable.................................................................... ..........
Inventories..................................................................................................
Accounts payable and accrued lia b ilitie s ............................................
Other operating assets and lia b ilitie s ...................................................
Foreign currency transaction (gains) lo s s e s .....................................

Investing Activities
Capital e x p e n d itu re s ...........................................................................................
Sale of securities, investm ents and p ro pe rty.................................................
Purchase of in ve stm e n ts....................................................................................
Sale of available-for-sale se cu ritie s .................................................................
Purchase of available-for-sale secu ritie s........................................................
Proceeds fro m held-to-m aturity in v e s tm e n ts ...............................................
Purchase of held-to-m aturity in v e s tm e n ts ...................................................
Release of restricted c a s h ..................................................................................
Acquisition of additional interest in SPCC......................................................
Consolidation of the opening cash balance of SPCC...................................

Financing Activities
Debt in curred.........................................................................................................
Debt r e p a id ...........................................................................................................
Escrow deposits on long-term lo a n s...............................................................
Net treasury stock tra n sa ctio n s........................................................................
Purchase of m in ority in te r e s ts ........................................................................
D istributions to m in o rity in te rests....................................................................
C ontributions fro m m in ority in te re s ts .............................................................
Dividends paid to com m on s to c k h o ld e rs ......................................................
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
9 (In Part): Debt and Available Credit Facilities
4 (In Part): Taxes on Income
Total taxes paid (refunded) were: 1996—$134.4 million;
1995—$65.8 million; 1994—$(11.2) million.

Interest paid by the Company (excluding amounts capi
talized of $2.8 million in 1996, $3.3 million in 1995 and
$0.9 million in 1994) was $78.1 million in 1996, $89.2
million in 1995 and $61.9 million in 1994.

Nonhomogeneous Operations
HILLENBRAND INDUSTRIES, INC. (NOV)
Statement of Consolidated Cash Flows
(Dollars in m illio ns)

1996

Operating Activities
Net in c o m e ................................................................................................................
Adjustm ents to reconcile net income to net cash
flow s fro m operating activities;
Depreciation, am ortization and w ritedow n of g o o d w ill...................................
Change in noncurrent deferred income ta x e s ...................................................
Gain on sale of bu sin ess........................................................................................
Change in w orking capital excluding cash, current
debt, acquisitions and dispositions:
Trade accounts receivable..................................................................................
Inventories..............................................................................................................
Other current a s s e ts ...........................................................................................
Trade accounts payable......................................................................................
Accrued expenses and other lia bilitie s.............................................................
Change in insurance deferred policy acquisition c o s ts ...................................
Change in other insurance items, n e t.................................................................
Other, n e t ..................................................................................................................

$140

Net cash provided by operating activities...............................................................
Investing Activities
Capital e xp e n d itu re s ................................................................................................
Proceeds on disposal of fixed assets and equipm ent
leased to o t h e r s ..................................................................................................
Acquisitions of businesses, net of cash a c q u ire d ............................................
Other investm ents....................................................................................................
Proceeds on sale of b u sin e ss ...............................................................................
Insurance investments:
Purchases ..............................................................................................................
Proceeds on m a tu ritie s ......................................................................................
Proceeds on sales p rio r to m a tu rity.................................................................
Net cash used in investing a c tiv itie s ......................................................................
Financing Activities
A dditions to short-term debt..................................................................................
Reductions to short-term d e b t .............................................................................
A dditions to long-term d e b t ..................................................................................
Reductions to long-term d e b t...............................................................................
Payment of cash d iv id e n d s....................................................................................
Treasury stock a c q u ire d .........................................................................................
Insurance prem ium s received...............................................................................
Insurance benefits p a id ...........................................................................................

1995
$

90

1994
$

90

99
(6)
(3)

127
(13)

(11)

24
15
(1)
(21)
5
(67)
40
14

(13)

(37)

(6)

(1)
(2)
1
(27)
(63)
18

239

179

(92)

(1)
18
7
(58)
34
(6)

(103)

97

(3)
62
(100)

(3)
15

(4)
—
—

2
(40)
(16)
—

(437)
78
126

(552)
65
290

(527)
211
64

(317)

(302)

(406)

119
(81)

23

2
(6)

2

4

—

—

(3)
(43)
(51)
459
(227)

(2)
(43)
(23)
428
(201)

(2)
100
(77)
(41)
(20)
459
(169)

Net cash provided by financing a ctivitie s...............................................................

173

174

254

Total Cash F lo w s .........................................................................................................
Cash and Cash Equivalents
At beginning of y e a r ................................................................................................

95

51

171

120

210

At end of y e a r ............................................................................................................

$ 266

$ 171

$ 120

__

(8)

(90)

C as h Flow s From Financing Activities

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Dollars in millions)
1 (In Part): Summary of Significant Accounting Policies
Cash and Cash Equivalents
The Company considers investments in marketable se
curities and other highly liquid instruments with a matur
ity of three months or less to be cash equivalents.
9 (In Part): Supplementary Information
The table below provides supplemental information to
the statement of consolidated cash flows.
(53 weeks)
Cash paid for:
Income taxes
Interest
Non-cash investing and
financing activities:
Liabilities assumed
from/incurred for the
acquisition of businesses
Treasury stock issued under
stock compensation plans

1996

1995

1994

$92
$16

$90
$20

$85
$26

$1

$5

$50

$1

$-

$13
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Issuance O f Subsidiary Stock
INLAND STEEL INDUSTRIES, INC. (DEC)
Consolidated Statement of Cash Flows
(Dollars in millions)
Operating Activities
Net income..........................................................
Adjustments to reconcile net income to net cash provided
from operating activities:
Depreciation.............................................................................
Deferred income taxes.................................................................
Deferred employee benefit cost......................................................
Stock issued for coverage of employee benefit plans........................
Gain from issuance of subsidiary stock...........................................
Workforce reduction provision......................................................
Change in: Receivables................................................................
Inventories.............................................................................
Accounts payable.....................................................................
Accrued salaries and wages........................................................
Other accrued liabilities.............................................................
Other items................................................................................
Net adjustments..............................................................................
Net cash provided from operating activities............................................

1996

1995

1994

$ 45.7

$ 146.8

$ 107.4

147.0
27.5
24.2
22.6
(31.4)
26.3
23.8
(33.6)
7.0
(11.4)
(18.9)
(47.5)
135.6
181.3

143.1
79.2
(23.5)
23.9
15.1
(31.5)
(34.8)
(.4)
29.6
(17.3)
183.4
330.2

138.7
52.9
52.2
35.0
—
—
(76.3)
(52.6)
52.0
12.1
(20.8)
(35.1)
158.1
265.5

(180.9)
18.2
5.9
(156.8)

(134.6)
16.4
3.6
(114.6)

(182.0)
13.7
8.4
(159.9)

77.1
284.9
(391.2)
(21.0)
(3.7)
(53.9)
(29.4)
267.4
$ 238.0

16.8
(36.5)
(31.6)
(4.0)
(55.3)
160.3
107.1
$ 267.4

19.7
(232.5)
(32.2)
(4.0)
(249.0)
(143.4)
250.5
$ 107.1

$ 67.0
8.6

$ 65.4
9.4

$ 73.5
8.3

—
—

Investing Activities

Capital expenditures.............................................................................
Investments in and advances to joint ventures, net....................................
Proceeds from sales of assets...............................................................
Net cash used for investing activities..........................................................
Financing Activities
Issuance of subsidiary stock...............................................................
Long-term debt issued........ .............................................................
Long-term debt retired......................................................................
Dividends paid..................................................................................
Acquisition of treasury stock...............................................................
Net cash used for financing activities..........................................................
Net increase (decrease) in cash and cash equivalents....................................
Cash and cash equivalents—beginning of year............................................
Cash and cash equivalents—end of year.....................................................
Supplemental Disclosures
Cash paid during the year for:
Interest (net of amount capitalized)......................................................
Income taxes, net.............................................................................
Non-cash activities:
Reduction of deferred employee benefits resulting from
contribution of common stock to the Company’s Pension Trust............
Series F Preferred Stock exchanged for Subordinated
Voting Note..................................................................................
Long-term debt acquired in purchase of assets.....................................

100.0

_
.

—

185.0
—

_
63.3

C as h Flow s From Financing Activities

SUMMARY OFACCOUNTING AND FINANCIAL
POLICIES
Cash Equivalents
Cash equivalents reflected in the Statement of Cash
Flows are highly liquid, short-term investments with ma
turities of three months or less that are an integral part of
the Company’s cash management portfolio.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 1. Recapitalization
In the 1996 second quarter, the Company undertook a
recapitalization that involved the Company and both its
Inland Steel Company and Ryerson Tull, Inc. (“RT’’) sub
sidiaries. As part of the restructuring, RT, formerly Inland
Materials Distribution Group, Inc. (“IMDG”), exchanged
existing shares of IMDG common stock, all of which
were owned by the Company, for 34.0 million shares of
new-issue RT Class B common stock, $1.00 par value
per share. RT also sold 5.2 million shares of new-issue
Class A common stock, $1.00 par value per share, in a
public offering, the net proceeds of which approximated
$77.1 million. The Company recognized a $31.4 million
gain on the sale of the RT Class A common stock. At
year-end 1996, the Company’s ownership of RT approxi
mated 87 percent.
Prior to the issuance of the Class A common stock, RT
declared and paid dividends of $445.9 million to the
Company, of which $142.1 million was in cash and
$293.8 million was in the form of a note payable. The
Company used $63.2 million of the cash dividends to re
pay intercompany borrowing from RT and its subsidiar
ies. In July, RT sold $250 million of Notes, the net
proceeds of which, along with a portion of RT’s cash on
hand, was used to pay the $293.8 million note balance
due the Company.
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Restricted Funds
BLOUNT INTERNATIONAL, INC. (FEB)
Consolidated Statements of Cash Flows
(Dollar amounts in thousands)
Cash Flows From Operating Activities:
Net income.................................................
Adjustments to reconcile net income
to net cash provided by operating activities:
Depreciation, amortization and other noncash charges......................
Deferred income taxes.................................................................
Loss on disposals of property, plant and equipment..........................
Changes in assets and liabilities, net of effects
of businesses acquired and sold:
Decrease in aggregate balance of
accounts receivable sold........................................................
(Increase) decrease in accounts receivable..................................
Increase in inventories.............................................................
(Increase) decrease in other assets............................................
Increase (decrease) in accounts payable.....................................
Increase (decrease) in accrued expenses......................................
Decrease in other liabilities........................................................
Net cash provided by operating activities..............................................
Cash Flows From Investing Activities:
Proceeds from sales of businesses and
property, plant and equipment.....................................................
Purchases of property, plant and equipment.....................................
Acquisitions of businesses.............................................................
Net cash used in investing activities...................................................
Cash Flows From Financing Activities:
Net increase (reduction) in short-term borrowings.............................
Issuance of long-term debt.............................................................
Reduction of long-term debt............................................................
(Increase) decrease in restricted funds..............................................
Dividends paid.............................................................................
Other..........................................................................................
Net cash provided by (used in) financing activities................................
Net increase (decrease) in cash and cash equivalents.............................
Cash and cash equivalents at beginning of period..................................
Cash and cash equivalents at end of period...........................................

1996

1995

1994

$40,731

$11,252

22,271
3,697
1,044

23,543
(1,251)
441

25,593
(15,315)
3,349

(18,442)
(251)
(2,809)
(6,975)
(8,942)
(2,922)
40,226

8,226
(12,991)
(2,630)
(9,833)
1,574
(13,136)
34,674

(17,637)
(845)
(4,167)
12,087
7,932
8,882
(8,974)
22,157

5,066
(18,545)
(37,396)
(50,875)

2,930
(9,769)
(10,150)
(16,989)

818
800
(15,652)
2,524
(8,839)
2,198
(18,151)
(28,800)
43,390
$14,590

(4,494)
11,800
(20,508)
(10,096)
(6,419)
1,334
(28,383)
(10,698)
54,088
$43,390

3,916
(14,609)
(10,693)
(4,905)
97,327
(76,832)
(5,340)
4,935
15,185
26,649
27,439
$54,088

Foreign C urrency C ash Flow s

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 1 (In Part): Summary Of Significant Accounting
Policies
Cash and Cash Equivalents:
The Company considers all highly liquid temporary cash
investments that are readily convertible to known
amounts of cash and present minimal risk of changes in
value because of changes in interest rates to be cash
equivalents.
Note 3 (In Part): Debt and Financing Agreements
The proceeds from industrial development revenue
bonds of $11.8 million issued in fiscal 1995 are held in
trust and released as qualified capital expenditures are
made. As of the last day of February 1996 and 1995,
$7.6 million and $10.1 million were held in trust and are
included in “Other assets” in the Company’s consoli
dated balance sheets.
Note 11 (In Part): Supplemental Information
Supplemental cash flow information is as follows:
(Dollar amounts in thousands)
For the years ended
the last day of February
Interest paid
Income taxes paid
Capital lease obligations
incurred
Issuance of Company
stock to employee
benefits plan
Acquisitions of businesses
(see Note 4):
Assets acquired
Liabilities assumed and
incurred
Cash paid

1996

1995

1994

$10,452
35,541

$10,378
28,915

$12,447
21,668

7,124

34

106

257

1,234

49,930

22,556

(12,534)
37,396

(12,406)
10,150
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F O R E IG N C U R R E N C Y C A S H F L O W S
Paragraph 25 of SFAS No. 95 specifies that the effect of
exchange rate changes on cash balances held in foreign
currencies be reported as a separate part of the State
ment of Cash Flows. An example of reporting foreign
currency cash flows follows.
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THE STANDARD PRODUCTS COMPANY (JUN)
Consolidated Statements of Cash Flows
(Thousands of dollars)
Net cash provided by (used for) operating activities:
Net income.................................................
Adjustments to reconcile net income to net cash
provided by operating activities:
Depreciation and amortization..........................................................
Deferred taxes and other credits......................................................
Equity in income of non-consolidated affiliates....................................
Effect of changes in foreign currency................................................
Other operating items....................................................................
Net cash provided by operations......................................................
Net cash provided by (used for) changes in operating
assets and liabilities
Receivables..................................................................................
Inventories...................................................................................
Accounts payable and accrued expenses...........................................
Other, net.....................................................................................
Net cash provided by (used for) changes in
operating assets and liabilities......................................................
Net cash provided by operating activities...........................................
Net cash provided by (used for) investments:
Purchase of property, plant and equipment, net..................................
Investments in affiliates and non-consolidated entities.........................
Assets acquired by purchase of businesses.......................................
Net cash (used for) investments...................................................
Net cash provided by (used for) financing:
Proceeds from exercise of stock options............................................
Proceeds of long-term borrowings...................................................
Net increase (decrease) in short-term borrowings...............................
Repayment of long-term borrowings................................................
Cash dividends.............................................................................
Net cash provided by (used for) financing.......................................
Effect of exchange rate changes on cash and cash equivalents....................
Increase (decrease) in cash and cash equivalents.....................................
Cash and cash equivalents at the beginning of the year...............................
Cash and cash equivalents at the end of the year.......................................
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Thousands ofDollars)
1 (In Part): Summary of Significant Accounting Policies
Cash and Cash Equivalents
Cash and cash equivalents include bank deposits and
repurchase agreements at varying rates of interest and
with original maturities less than thirty days. These in
vestments are carried at cost which approximates market
value.
The following is additional information related to the
accompanying consolidated statements of cash flows:

Cash paid for interest
Cash paid for income taxes

1996

1995

1994

$14,962
$ 6,206

$13,935
$ 3,600

$9,655
$20,338

$

1996

1995

1994

$14,577

$20,066

$33,032

52,545
265
(2,436)
192
1,216
66,359

46,839
(2,631)
(786)
(2,834)
(2,151)
58,503

40,495
(7,839)
(1,603)
(627)
(6,464)
56,994

18,160
9,081
27,000
2,140

9,436
(14,790)
6,465
(6,505)

(34,419)
(6,304)
31,047
(981)

56,381
122,740

(5,394)
53,109

(10,657)
46,337

(79,684)
(199)
(1,581)
(81,464)

(54,671)
(8,679)
(840)
(64,190)

(59,120)
(1,500)
—
(60,620)

299
37,791
(3,561)
(84,659)
(11,400)
(61,530)
708
(19,546)
19,546

477
55,929
(11,740)
(1,914)
(11,445)
31,307
(680)
19,546
—
$ 19,546

1,068
140,343
2,247
(124,031)
(10,821)
8,806

-

(71)
(5,548)
5,548
$

-
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N O N C A S H A C T IV IT IE S
Paragraph 32 of SFAS No. 95 requires the disclosure of
information about noncash investing and financing activi
ties. Examples of the disclosure of noncash activities
follow.
ALBERTSON’S, INC. (JAN)
Consolidated Statement of Cash Flows
(In thousands)
Cash Flows From Operating Activities:
Net earnings...................................................................................
Adjustments to reconcile net earnings to net cash
provided by operating activities:
Depreciation and amortization......................................................
Net deferred income taxes............................................................
Cumulative effect of accounting change...........................................
Changes in operating assets and liabilities:
Receivables and prepaid expenses..............................................
Inventories.............................................................................
Accounts payable....................................................................
Other current liabilities.............................................................
Self-insurance.........................................................................
Unearned income....................................................................
Other long-term liabilities.......... ...............................................
Net cash provided by operating activities..................................
Cash Flows From Investing Activities:
Capital expenditures....................................................................
Proceeds from disposal of land, building and equipment...................
Increase in other assets...............................................................
Net cash used in investing activities............................................
Cash Flows From Financing Activities:
Net line of credit activity...............................................................
Proceeds from long-term borrowings............................................
Payments on long-term borrowings..............................................
Net commercial paper activity......................................................
Proceeds from stock options exercised...........................................
Cash dividends paid....................................................................
Stock purchased and retired........................................................
Net cash provided by (used in) financing activities.........................
Net Increase (Decrease) in Cash and Cash Equivalents......................
Cash and Cash Equivalents at Beginning of Year....................................
Cash and Cash Equivalents at End of Year............................................

1997

1996

1995

$493,779

$464,961

$400,365

294,341
33,868

251,450
(590)

226,467
(18,956)
17,006

(19,992)
(170,821)
33,342
14,716
(11,234)
(10,735)
(313)
656,951

7,386
(81,685)
73,412
18,482
9,406
34,960
15,682
793,464

(499)
(76,842)
(24,825)
3,999
31,125
51,318
3,059
612,217

(673,310)
31,095
(28,643)
(670,858)

(656,331)
23,267
(32,646)
(665,710)

(470,589)
42,094
(31,971)
(460,466)

202,000
(88,202)
119,601
3,328
(146,060)
(55,008)
35,659
21,752
69,113
$90,865

202,525
(211,463)
99,657
4,902
(126,672)
(77,814)
(108,865)
18,889
50,224
$69,113

(10,000)
3,960
(86,973)
29,828
5,697
(106,502)
(163,990)
(12,239)
62,463
$50,224
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Summary of Significant Accounting Policies (In Part)
Cash and Cash Equivalents
The Company considers all highly liquid investments with
a maturity of three months or less at the time of purchase
to be cash equivalents. Investments, which consist of
government-backed money market funds and repur
chase agreements backed by government securities, are
recorded at cost which approximates market value.
Supplemental Cash Flow Information
Selected cash payments and noncash activities were as
follows (in thousands);
1996
Cash payments for
income taxes
$288,590
Cash payments for interest,
59,284
net of amounts capitalized
Noncash investing and
financing activities:
Capitalized lease obligations
incurred
12,005
Capitalized lease obligations
terminated
3,240
Tax benefits related to
stock options
3,310
Liabilities assumed in
connection with asset
692
acquisitions

1995

1994

$284,383

$285,884

45,131

51,103

7,926

28,232

1,232

2,658

4,064

4,085
112
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CARPENTER TECHNOLOGY CORPORATION (JUN)
Consolidated Statement of Cash Flows
(In thousands)
Operations
Net income.....................................................................................
Adjustments to reconcile net income to net
cash provided from operations:
Depreciation and amortization......................................................
Deferred income taxes.................................................................
Prepaid pension cost..................................................................
Equity in loss of joint venture........................................................
Gain on sale of partial interest in joint venture..................................
Extraordinary charge.................................................................. . . . .
Changes in working capital and other, net of acquisitions:
Receivables..............................................................................
Inventories................................................................................
Accounts payable........................................................................
Accrued current liabilities.............................................................
Other, net..................................................................................
Net cash provided from operations..............................................
Investing Activities
Purchases of plant and equipment.................................................
Disposals of plant and equipment.................................................
Acquisitions of businesses, net of cash received...............................
Investment in joint venture............................................................ __
Proceeds from sale of partial interest in joint venture........................
Net cash used for investing activities...........................................
Financing Activities
Provided by (payments on) short-term debt....................................
Proceeds from issuance of long-term debt..................................... . . . .
Payments on long-term debt........................................................
Dividends paid...........................................................................
Proceeds from issuance of common stock.....................................
Payments to acquire treasury stock................................................ __
Net cash provided from (used for) financing activities....................
Effect Of Exchange Rate Changes On
Cash And Cash Equivalents.............................................................
Increase (Decrease) In Cash And Cash Equivalents................................
Cash and cash equivalents at beginning of year.....................................
Cash and cash equivalents at end of year..............................................
Supplemental Data:
Cash paid during the year for:
Interest payments, net of amounts capitalized....................................
Income tax payments, net of refunds................................................
Non-cash investing activities:
Treasury stock issued for business acquisitions..................................

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
1 (In Part): Summary of Significant Accounting Policies
Cash Equivalents—Cash equivalents consist of highly
liquid instruments with maturities at the time of acquisi
tion of three months or less. Cash equivalents are stated
at cost, which approximates market.

1996

1995

1994

$60,148

$ 47,492

$ 36,250

35,226
4,527
(10,292)
7,025
(2,650)
—

32,479
3,314
(7,933)
3,000
—
—

29,887
4,057
(11,563)
910
—
2,039

(14,754)
(59,619)
21,265
16,244
(7,083)
50,037

(21,819)
(29,480)
15,111
6,800
(5,177)
43,787

(1,889)
16,907
10,480
1,984
10,404
99,466

(48,621)
2,060
(13,301)
—
32,672
(27,190)

(36,945)
1,424
(13,032)
(2,060)
—
(50,613)

(26,604)
3,144
(22,323)
(49,196)
—
(94,979)

(1,884)
—
(9,023)
(23,306)
4,590
—
(29,623)

20,145
80,000
(55,736)
(21,045)
1,745
(3,002)
22,107

(2,794)
45,851
(71,271)
(20,824)
4,245
—
(44,793)

(185)
(6,961)
20,120
$13,159

(565)
14,716
5,404
$20,120

(112)
(40,418)
45,822
$ 5,404

$17,900
$ 20,942

$15,441
$17,692

$17,592
$18,066

$ 4,500

$ 3,200

$

-
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L. B. FOSTER COMPANY (DEC)
Consolidated Statements of Cash Flows
(In thousands)
Cash Flows From Operating Activities:
Net income......................................................................
. .
Adjustments to reconcile net income to net cash provided
(used) by operating activities:
Deferred income taxes......................................................................
Depreciation and amortization............................................................
Gain on sale of property, plant and equipment.....................................
Cumulative effect of change in accounting principle ...............................
Change in operating assets and liabilities:
Accounts receivable.........................................................................
Inventory .......................................................................................
Property held for resale....................................................................
Other current assets........................................................................
Other noncurrent assets...................................................................
Accounts payable - trade..................................................................
Accrued payroll and employee benefits................................................
Other current liabilities....................................................................
Other liabilities................................................................................
Net Cash Provided (Used) by Operating Activities.............................
Cash Flows From Investing Activities:
Proceeds from sale of property, plant and equipment..................................
Capital expenditures on property, plant and equipment................................
Net Cash Used by Investing Activities.................................................
Cash Flows From Financing Activities:
(Repayments) proceeds of revolving credit agreement borrowings...............
Exercise of stock options........................................................................
Repayments of long-term debt...............................................................
Net Cash (Used) Provided by Financing Activities..................................
Net (Decrease) Increase in Cash and Cash Equivalents................................
Cash and Cash Equivalents at Beginning of Year.........................................
Cash and Cash Equivalents at End of Year.................................................

1996

1995

1994

$ 3,858

$ 4,824

$ 5,440

2,203
3,169
(540)

(565)
2,774
(532)
219

(1,228)
2,932
(635)

(1,641)
(2,621)
1,508
433
(1,020)
995
861
(945)
530
6,790

(1,856)
2,878

(10,560)
(4,240)

(165)
(171)
(1,710)
158
(174)
(245)
5,435

49
309
2,526
354
(238)
(384)
(5,675)

2,277
(2,336)
(59)

3,880
(4,074)
(194)

2,107
(2,800)
(693)

(3,750)
150
(3,255)
(6,855)
(124)
1,325
$ 1,201

(4,170)
30
(956)
(5,096)
145
1,180
$ 1,325

7,420
(1,085)
6,335
(33)
1,213
$ 1,180

Supplemental Disclosures Of
Cash Flow Information:
Interest Paid.........................................................................................

$ 2,376

$ 2,906

$ 1,933

Income Taxes Paid................................................................................

$

$

$

During 1996, 1995 and 1994, the Company financed cer
tain capital expenditures and related maintenance agree
ments totaling $137,000, $4,081,000 and $415,000, re
spectively, through the issuance of capital leases.

410

188

78

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 1 (In Part): Summary of Significant Accounting
Policies
Cash equivalents—The Company considers securities
with maturities of three months or less, when purchased,
to be cash equivalents.
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H.B. FULLER COMPANY (NOV)
Consolidated Statements Of Cash Flows

Cash flows from operating activities:
Net earnings............................................................................. ........
Adjustments to reconcile net earnings to net
cash provided by operating activities:
Depreciation and amortization................................................... ........
Pension costs......................................................................... ........
Gain on sale of assets............................................................. ........
Other items............................................................................. ........
Change in current assets and liabilities
(net of effect of acquisitions/divestitures):
Accounts receivable................................................................. ........
Inventory.............................................................................. ........
Other current assets................................................................. ........
Accounts payable.................................................................... ........
Accrued expense.................................................................... ........
Income taxes payable............................................................... ........
Net cash provided by operating activities.................................. ........
Cash flows from investing activities:
Purchased property, plant and equipment..................................... ........
Proceeds from sale of assets...................................................... ........
Purchased businesses, net of cash acquired.................................... ........
Net cash used in investing activities......................................... .........
Cash flows from financing activities:
New long-term debt.................................................................... ........
Long-term debt paid.................................................................. ........
Notes payable........................................................................... ........
Dividends paid........................................................................... ........
Fund postretirement benefits........................................................ ........
Other ....................................................................................... ........
Net cash(used) provided by financing activities......................... ........
Effect of exchange rate changes...................................................... ........
Net change in cash........................................................................ ........
Cash at beginning of year...............................................................
Cash at end of year........................................................................ ........
Supplemental disclosure of cash flow information:
Cash paid for interest................................................................. ........
Cash paid for income taxes.......................................................... ........
Noncash investing and financing activities:
Assets acquired by incurring notes payable........ ........................... ........

$45,430

$28,663

$30,863

46,992
13,132
(10,041)
4,324

41,203
10,817
(1,076)
7,135

33,379
10,453
—
338

(28,781)
7,727
(929)
5,138
3,466
(5,197)
81,261

(6,617)
(2,344)
(1,672)
8,646
(3,960)
(1,982)
78,813

(18,206)
(15,172)
(1,985)
7,010
4,564
(455)
50,789

(89,847)
29,194
(8,120)
(68,773)

(90,664)
2,103
(2,664)
(91,225)

(65,018)
—
(76,327)
(141,345)

62,643
(58,504)
(5,237)
(9,209)
(5,899)
(1,666)
(17,872)
(162)
(5,546)
9,061
$3,515

79,954
(46,421)
(584)
(8,746)
(6,682)
(6,150)
11,371
272
(769)
9,830
$ 9,061

74,976
(4,204)
23,410
(8,021)
—
(3,680)
82,481
528
(7,547)
17,377
$ 9,830

$21,901
$36,599

$18,506
$30,083

$12,628
$26,291

$ 6,831

$

$ 8,008

750

560

Section 5: S tatem ent of C ash Flows

THE GILLETTE COMPANY (DEC)
Consolidated Statement of Cash Flows

Operating Activities
Net income......................................................
.......
Adjustments to reconcile net income to net cash
provided by operating activities;
Merger-related costs............................................................
.......
Depreciation and amortization..................................................... .......
Other ..............................................................................
. . ..
Changes in assets and liabilities, net of effects
from acquisition of businesses:
Accounts receivable............................................................... .......
Inventories.............. ........................................................... .......
Accounts payable and accrued liabilities.................................... .......
Other working capital items..................................................... .......
Other noncurrent assets and liabilities....................................... .......
Net cash provided by operating activities.................................... .......
Investing Activities
Additions to property, plant and equipment..................................... .......
Disposals of property, plant and equipment..............................................
Acquisition of businesses, less cash acquired................................... .......
Other.........................................................................................
Net cash used in investing activities............................................ .......
Financing Activities
Purchase of treasury stock............................................................
Proceeds from exercise of stock option and
purchase plans........................................................................ .......
Decrease in long-term debt............................................................ .......
Increase (decrease) in loans payable............................................... .......
Dividends paid............................................................................ .......
Net cash provided by (used in) financing activities....................... .......
Effect of Exchange Rate Changes on Cash............................................
Increase (Decrease) in Cash and Cash Equivalents................................
Cash and Cash Equivalents at Beginning of Year.................................. .......
Cash and Cash Equivalents at End of Year............................................ .......
Supplemental disclosure of cash paid for:
Interest.................................................................................. .......
Income taxes............................................................................ .......
Noncash investing and financing activities:
Acquisition of businesses
Fair value of assets acquired...............................................................
Cash paid................................................................................. .......
Liabilities assumed.................................................................. .......
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Summary of Significant Accounting Policies (In Part)
Cash and Cash Equivalents
Cash and cash equivalents include cash, time deposits
and all highly liquid debt instruments with an original ma
turity of three months or less.

$948.7

$1,069.1

$919.1

283.0
381.1
—

—
343.5
(2.8)

302.9
9.9

(459.1)
(104.8)
66.9
(141.6)
34.2
1,008.4

(387.2)
(118.9)
91.2
20.6
31.6
1,047.1

(206.4)
(108.5)
82.2
11.0
19.1
1,029.3

(829.7)
40.9
(299.4)
(6.4)
(1,094.6)

(593.1)
30.6
(276.7)
3.9
(835.3)

(498.0)
25.5
(25.6)
19.6
(478.5)

(11.4)

(28.9)

(12.3)

149.5
(164.5)
577.7
(450.8)
100.5
(19.0)
(4.7)
81.6
$ 76.9

83.3
(8.7)
123.3
(382.2)
(213.2)
4.4
3.0
78.6
$ 81.6

44.8
(200.6)
(48.0)
(320.4)
(536.5)
(0.4)
13.9
64.7
$ 78.6

$ 94.0
$586.1

$ 95.0
$ 414.6

$ 91.0
$303.8

$361.4
300.1
$ 61.3

$ 394.9
278.3
$ 116.6

$ 19.0
25.6
$ (6.6)

—
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SHAW INDUSTRIES, INC. (DEC)
Consolidated Statements of Cash Flow

Operating Activities;
Net income...................................................................................
Adjustments to Reconcile Net Income to
Net Cash Provided by Operating Activities Depreciation and amortization........................................................
Provision for doubtful accounts......................................................
Deferred income taxes..................................................................
Nonrecurring charges..................................................................
Restructuring costs......................................................................
Cumulative effect of accounting change............................................
Extraordinary loss on early extinguishment of debt.............................
Stock option compensation expense................................................
Changes in operating assets and liabilities, net of acquisitions Accounts receivable.............................................................
Inventories..............................................................................
Accounts payable......................................................................
Accrued liabilities . ..................................................................
Other, net......................................................................... —
Total Adjustments......................................................................
Net Cash Provided by Operating Activities.........................................
Investing Activities;
Increase in property, plant and equipment..........................................
Acquisitions of business assets........................................................
Investment in joint venture...............................................................
Deconsolidation of joint venture........................................................
Net Cash Used in Investing Activities................................................
Financing Activities;
Borrowings under revolving credit agreements.....................................
Repayment of revolving credit agreement............................................
Borrowings on other long-term debt...................................................
Repayment of long-term debt........ ...................................................
Net payments on short-term debt......................................................
Cash paid to retire debt....................................................................
Purchase and retirement of common stock...........................................
Payment of cash dividends...............................................................
Proceeds from exercise of stock options............................................
Net Cash Provided by (Used in) Financing Activities...........................
Cash and Cash Equivalents;
Net change...................................................................................
Beginning of period.........................................................................
End of period..................................................................................
Supplemental Disclosures of Cash Flow information;
Cash paid during the year for Interest.......................................................................................
Income taxes..............................................................................
Noncash capital lease obligations......................................................
Acquisition of business assets by assuming liabilities...........................

1996

1995

1994

$34,023,000

$52,304,000

$127,026,000

90,906,000
10,777,000
12,120,000
29,139,000
19,963,000
—
—
—

91,083,000
8,629,000
5,028,000
—
12,077,000
—
—

3,363,000
469,000

1,937,000
2,250,000
22,427,000
(16,703,000)
(40,560,000)
132,256,000
166,279,000

(21,137,000)
2,456,000
(32,899,000)
28,277,000
15,429,000
108,943,000
161,247,000

(44,132,000)
(45,664,000)
(16,341,000)
(9,769,000)
(22,512,000)
(38,398,000)
88,628,000

(106,848,000)
(70,214,000)
—
—
(177,062,000)

(67,257,000)
(29,503,000)
(3,500,000)
(3,828,000)
(104,088,000)

(148,904,000)
(8,386,000)
(10,001,000)
—
(167,291,000)

155,000,000
(75,000,000)
76,644,000
—
—
—
(87,796,000)
(40,747,000)
810,000
28,911,000

30,000,000
(35,000,000)
3,779,000
—
—
(20,590,000)
(40,756,000)
2,496,000
(60,071,000)

389,143,000
—
—
(142,887,000)
(20,000,000)
(5,513,000)
(110,389,000)
(31,145,000)
1,080,000
80,289,000

18,128,000
31,453,000
$49,581,000

(2,912,000)
34,365,000
$31,453,000

1,626,000
32,739,000
$ 34,365,000

$ 39,997,000
$ 63,395,000
$ 1,540,000
$121,670,000

$41,751,000
$36,874,000
$ 3,450,000
$
-

$31,451,000
$64,308,000
$ 1,667,000
$
-

—

—

84,898,000
12,747,000
(1,457,000)
—
—
—
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 1 (In Part): Summary of Accounting Policies
Cash and Cash Equivalents
The Company considers all investments with an original
maturity of three months or less to be cash equivalents.
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UNITED FOODS, INC. (FEB)
Statements of Cash Flows

Cash Flows From Operating Activities;
Net income (loss)....................................................................
Adjustments to reconcile net income (loss) to net
cash provided by operating activities;
Depreciation.........................................................................
Provision for losses on accounts receivable...............................
Loss (gain) on disposal of property and equipment....................
Writedown of property held for disposal....................................
Deferred income taxes............................................................
Change in operating assets and liabilities;
Accounts and notes receivable..............................................
Inventories........................................................................
Refundable income taxes.....................................................
Prepaid expenses and miscellaneous.....................................
Other assets......................................................................
Income taxes payable..........................................................
Accounts payable and accruals..............................................
Changes in net assets of discontinued operations........................
Provision for loss on net assets of discontinued
operations.........................................................................
Net cash provided by operating activities................................
Cash Flows From Investing Activities;
Capital expenditures.................................................................
Proceeds from sale of property and equipment.............................
Proceeds from involuntary conversion.........................................
Net cash used by investing activities.....................................
Cash Flows From Financing Activities;
Proceeds from long-term borrowings...........................................
Exercise of stock options............................................................
Net borrowings under line-of-credit agreement.............................
Reduction of long-term debt......................................................
Purchase of treasury stock........................................................
Net cash provided (used) by financing activities..........................
Net Increase (Decrease) In Cash For The Year..................................
Cash And Cash Equivalents, beginning of year..................................
Cash And Cash Equivalents, end of year...........................................
Supplemental Disclosures Of Cash Flow Information;
Cash paid during the year for;
Interest........................................................
Income taxes.................................................

1994

1996

1995

..........

$ (660,000)

$2,402,000

..........
..........
..........
..........
..........

7,362,000
43,000
(34,000)
—
(943,000)

6,637,000
20,000
475,000
300,000
(292,000)

6,005,000
50,000
113,000
—
(249,000)

..........
..........
..........
..........
..........
..........
..........
..........

783,000
(2,735,000)
—
469,000
716,000
(536,000)
1,407,000
18,000

(1,378,000)
(4,957,000)
959,000
(695,000)
228,000
600,000
2,237,000
211,000

197,000
4,532,000
263,000
(50,000)
1,105,000
—
(125,000)
4,379,000

______
..........

—
5,890,000

—
6,747,000

60,000
16,370,000

..........
..........
..........
..........

(12,064,000)
58,000
—
(12,006,000)

(11,031,000)
443,000
—
(10,588,000)

(7,931,000)
1,761,000
3,640,000
(2,530,000)

..........
..........
..........
..........
..........
..........
..........
..........
..........

$1,169,000
38,000
12,209,000
(4,439,000)
(2,284,000)
6,693,000
577,000
452,000
$1,029,000

$1,073,000
7,000
6,386,000
(4,581,000)
(2,588,000)
297,000
(3,544,000)
3,996,000
$ 452,000

$

—
1,500,000
(12,862,000)
—
(11,362,000)
2,478,000
1,518,000
$3,996,000

$3,452,000
$1,157,000

$2,706,000
$1,169,000

$3,004,000
$ 435,000

$

90,000

Non-cash investing and financing activities;
In September 1995, the Company purchased the facility it was previously leasing in Santa Maria, California for $8,000,000 which was
financed with mortgage notes (Note 3).
Capital expenditures of $160,000, $310,000 and $1,469,000 are included in accounts payable at February 29 or 28,1996,1995 and 1994,
respectively.
SUMMARY OF ACCOUNTING POLICIES
Cash And Cash Equivalents
For purposes of the statements of cash flows, the Com
pany classifies cash on hand, savings and checking ac
counts and short-term investments with initial maturities
of less than 90 days as cash equivalents.
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CASH AND CASH EQUIVALENTS
A Statement of Cash Flows explains the change during a
period in cash and cash equivalents. The amounts of
cash and cash equivalents reported on a Statement of
Cash Flows should agree with the amounts of cash and
cash equivalents reported on a Statement of Financial
Position. Paragraph 10 of SFAS No. 95 requires that an
entity disclose what items are treated as cash equiva
lents. Table 5-5 shows the descriptive terms used by the
survey companies to describe a change in cash and
cash equivalents.

TABLE 5-5: CASH AND CASH EQUIVALENTS
1996

1995

Cash and cash equivalents............
Cash and equivalents...................
Cash.........................................
Cash and short-term
investments.............................
Cash and short-term cash
investments.............................
Cash and temporary cash
investments.............................
Cash and temporary
investments.............................
Cash and marketable securities__
Other descriptive captions............

449
44
58

443
43
62

1994

431
46
63

1993

416
44
77

21

27

29

31

3

2

3

3

5

5

7

9

5
3
12

6
3
9

7
4
10

5
5
10

Total Companies.....................

600

600

600

600
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Section 6: Independent Auditors’ Report
This section reviews the format and content of Inde
pendent Auditors’ Reports appearing in the annual re
ports of the 600 survey companies. Effective November
1972, Statement on Auditing Standards No. 1, issued by
the Auditing Standards Board of the AICPA, codified and
superseded Statements on Auditing Procedures Nos. 3354 previously issued by the Committee on Auditing Pro
cedure. Subsequent to SAS No. 1, eighty-one State
ments on Auditing Standards have been issued.

PRESENTATION IN ANNUAL REPORT
Table 6-1 shows where, in relation to the financial state
ments and notes thereto, the Independent Auditors’
Reports were presented in the annual reports to stock
holders.

ADDRESSEE
Paragraph 9 of Statement on Auditing Standards No. 58
states:
The report may be addressed to the company
whose financial statements are being audited or to
its board of directors or stockholders. A report on the
financial statements of an unincorporated entity
should be addressed as circumstances dictate, for
example, to the partners, to the general partner, or
to the proprietor. Occasionally, an auditor is retained
to audit the financial statements of a company that is
not his client: in such a case, the report customarily
is addressed to the client and not to the directors or
stockholders of the company whose financial state
ments are being audited.
Table 6-2 summarizes the addressee mentioned in the
auditors’ reports of the survey companies.

TABLE 6-1: PRESENTATION IN ANNUAL REPORT
1996

Follows financial statements
and notes................................ 367
Precedes financial statements
and notes................................ 216
Between financial statements
and notes................................
8
Other.........................................
9
Total Companies.....................

600

1995

1994

1993

385

386

392

200

197

193

9
6

10
7

9
6

600

600

600

TABLE 6-2: ADDRESSEE OF AUDITORS’ REPORTS
1996

1995

1994

1993

Board of Directors and
Stockholders...........................
Stockholders.............................
Board of Directors......................
Company..................................
Other or no addressee.................

480
52
45
14
9

484
56
41
13
6

483
56
41
16
4

484
54
40
19
3

Total Companies.....................

600

600

600

600

TITLE

AUDITORS’ STANDARD REPORT

Paragraph 8a of Statement on Auditing Standards No.
58 states that the title of an auditors’ report should in
clude the word independent.
The titles of auditors’ reports presented in the annual
reports of 596 survey companies included the words in
dependent and report. 303 titles identified the auditors as
auditors, 169 as accountants, 104 as public accountants,
and 20 as certified public accountants.

Paragraph 8 of Statement on Auditing Standards No. 58
presents examples of auditors’ standard reports for sin
gle-year financial statements and for comparative two
year financial statements. The examples presented in
paragraph 8 of SAS No. 58 follow:
iNDEPENDENT AUDITORS’ REPORT
We have audited the accompanying balance sheet
of X Company as of December 31, 19XX, and the
related statements of income, retained earnings, and
cash flows for the year then ended. These financial
statements are the responsibility of the Company’s
management. Our responsibility is to express an
opinion on these financial statements based on our
audit.
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We conducted our audit in accordance with gener
ally accepted auditing standards. Those standards
require that we plan and perform the audit to obtain
reasonable assurance about whether the financial
statements are free of material misstatement. An
audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the finan
cial statements. An audit also includes assessing the
accounting principles used and significant estimates
made by management, as well as evaluating the
overall financial statement presentation. We believe
that our audit provides a reasonable basis for our
opinion.
In our opinion, the financial statements referred to
above present fairly, in all material respects, the fi
nancial position of X Company as of [at] December
31, 19XX, and the results of its operations and its
cash flows for the year then ended in conformity with
generally accepted accounting principles.
INDEPENDENTAUDITORS’ REPORT
We have audited the accompanying balance sheets
of X Company as of December 31, 19X2 and 19X1,
and the related statements of income, retained earn
ings, and cash flows for the years then ended.
These financial statements are the responsibility of
the Company’s management. Our responsibility is to
express an opinion on these financial statements
based on our audits.
We conducted our audits in accordance with gen
erally accepted auditing standards. Those standards
require that we plan and perform the audit to obtain
reasonable assurance about whether the financial
statements are free of material misstatement. An
audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the finan
cial statements. An audit also includes assessing the
accounting principles used and significant estimates
made by management, as well as evaluating the
overall financial statement presentation. We believe
that our audits provide a reasonable basis for our
opinion.
In our opinion, the financial statements referred to
above present fairly, in all material respects, the fi
nancial position of X Company as of [at] December
31, 19X2 and 19X1, and the results of its operations
and its cash flows for the years then ended in con
formity with generally accepted accounting princi
ples.
Most of the survey companies present a balance sheet
for 2 years and the other basic financial statements for 3
years. Appropriate wording in this situation is stated in
footnote 7 to paragraph 8. An example of an auditors’
standard report for an entity presenting a balance sheet
for 2 years and the other basic financial statements for 3
years follows.

INDEPENDENT ACCOUNTANTS REPORT

Stockholders and
Board of Directors
Nucor Corporation
Charlotte, North Carolina
We have audited the accompanying consolidated bal
ance sheets of Nucor Corporation and subsidiaries as of
December 31, 1996 and 1995 and the related consoli
dated statements of earnings, stockholders’ equity and
cash flows for each of the three years in the period
ended December 31, 1996. These financial statements
are the responsibility of Nucor’s management. Our re
sponsibility is to express an opinion on these financial
statements based on our audits.
We conducted our audits in accordance with generally
accepted auditing standards. Those standards require
that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are
free of material misstatement. An audit includes examin
ing, on a test basis, evidence supporting the amounts
and disclosures in the financial statements. An audit also
includes assessing the accounting principles used and
significant estimates made by management, as well as
evaluating the overall financial statement presentation.
We believe that our audits provide a reasonable basis for
our opinion.
In our opinion, the financial statements referred to
above present fairly, in all material respects, the consoli
dated financial position of Nucor Corporation and sub
sidiaries as of December 31, 1996 and 1995, and the
consolidated results of their operations and their cash
flows for each of the three years in the period ended De
cember 31, 1996, in conformity with generally accepted
accounting principles.

REFERENCE TO REPORT OF OTHER
AUDITORS
When the opinion of a principal auditor is based in part
on the report of another auditor. Section 543 of State
ment on Auditing Standards No. 1 provides guidance to
the principal auditor. Paragraph 7 of Section 543 states:
When the principal auditor decides that he will make
reference to the audit of the other auditor, his report
should indicate clearly, in both the scope and opin
ion paragraphs, the division of responsibility as be
tween that portion of the financial statements
covered by his own audit and that covered by the
audit of the other auditor. The report should disclose
the magnitude of the portion of the financial state
ments audited by the other auditor. This may be
done by stating the dollar amounts or percentages of
one or more of the following: total assets, total reve
nues, or other appropriate criteria, whichever most
clearly reveals the portion of the financial statements
audited by the other auditor. The other auditor may
be named but only with his express permission and
provided his report is presented together with that of
the principal auditor.

Reference To Report Of Other Auditors

Paragraphs 12 and 13 of Statement on Auditing
Standards No. 58 reaffirm the requirements of Section
543. Paragraph 13 presents an example of an auditors’
report referring to the report of other auditors.
The auditors’ report for 26 survey companies made
reference to the report of other auditors. Examples of
such reports, including the example in paragraph 13 of
SAS No. 58, follow.
iNDEPENDENT AUDITORS’ REPORT
We have audited the consolidated balance sheets of
ABC Company and subsidiaries as of December 31,
19X2 and 19X1, and the related consolidated state
ments of income, retained earnings, and cash flows
for the years then ended. These financial statements
are the responsibility of the Company’s manage
ment. Our responsibility is to express an opinion on
these financial statements based on our audits. We
did not audit the financial statements of B Company,
a wholly-owned subsidiary, which statements reflect
total assets of $______and $______ as of Decem
ber 31, 19X2 and 19X1, respectively, and total reve
nues of $______and $_______for the years then
ended. Those statements were audited by other
auditors whose report has been furnished to us, and
our opinion, insofar as it relates to the amounts in
cluded for B Company, is based solely on the report
of the other auditors.
We conducted our audits in accordance with gen
erally accepted auditing standards. Those standards
require that we plan and perform the audit to obtain
reasonable assurance about whether the financial
statements are free of material misstatement. An
audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the finan
cial statements. An audit also includes assessing the
accounting principles used and significant estimates
made by management, as well as evaluating the
overall financial statement presentation. We believe
that our audits and the report of other auditors pro
vide a reasonable basis for our opinion.
In our opinion, based on our audits and the report
of other auditors, the consolidated financial state
ments referred to above present fairly, in all material
respects, the financial position of ABC Company and
subsidiaries as of December 31, 19X2 and 19X1,
and the results of their operations and their cash
flows for the years then ended in conformity with
generally accepted accounting principles.
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INDEPENDENT AUDITORS’ REPORT

Stockholders and Board of Directors
Detroit Diesel Corporation
We have audited the accompanying consolidated bal
ance sheets of Detroit Diesel Corporation and subsidiar
ies (the Company) as of December 31, 1996 and 1995
and the related consolidated statements of income,
stockholders’ equity and cash flows for each of the three
years in the period ended December 31, 1996. These
consolidated financial statements are the responsibility
of the Company’s management. Our responsibility is to
express an opinion on these consolidated financial state
ments based on our audits. We did not audit the financial
statements of VM Motori S.p.A. (a consolidated subsidi
ary) for the year ended December 31, 1995, which state
ments reflect total assets and total revenues constituting
27% and 12%, respectively, of the related consolidated
totals for that year. Those statements were audited by
other auditors whose report has been furnished to us,
and our opinion, insofar as it relates to the amounts in
cluded for VM Motori S.p.A. for the year ended Decem
ber 31, 1995, is based solely on the report of such other
auditors.
We conducted our audits in accordance with generally
accepted auditing standards. Those standards require
that we plan and perform the audit to obtain reasonable
assurance about whether the consolidated financial
statements are free of material misstatement. An audit
includes examining, on a test basis, evidence supporting
the amounts and disclosures in the financial statements.
An audit also includes assessing the accounting princi
ples used and significant estimates made by manage
ment, as well as evaluating the overall financial
statement presentation. We believe that our audits and
the report of the other auditors provide a reasonable ba
sis for our opinion.
In our opinion, based on our audits and the report of
the other auditors, such consolidated financial state
ments present fairly, in all material respects, the financial
position of the Company as of December 31, 1996 and
1995 and the results of its operations and its cash flows
for each of the three years in the period ended Decem
ber 31, 1996, in conformity with generally accepted ac
counting principles.
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REPORT OF INDEPENDENTAUDITORS

INDEPENDENTAUDITORS’ REPORT

To the Board of Directors and Stockholders of
IMG Global Inc.

To the Stockholders and the Board of Directors of
TransTechnology Corporation:

We have audited the accompanying consolidated bal
ance sheet of IMG Global Inc. (formed as a result of the
consolidation of IMG Global Inc. and The Vigoro Corpo
ration) as of June 30, 1996 and 1995 and the related
consolidated statements of earnings, cash flows and
changes in stockholders’ equity for each of the three
years in the period ended June 30, 1996. The consoli
dated financial statements give retroactive effect to the
merger of IMG Global Inc. and The Vigoro Corporation
on March 1, 1996, which has been accounted for using
the pooling of interests method as described in the notes
to the consolidated financial statements. These consoli
dated financial statements are the responsibility of the
management of IMG Global Inc. Our responsibility is to
express an opinion on these consolidated financial state
ments based on our audits. We did not audit the 1995
and 1994 financial statements of The Vigoro Corporation
which statements reflect total assets of 24% and net
sales of approximately 34% of the related consolidated
financial statement totals as of June 30, 1995 and for the
two years then ended. Those statements were audited
by other auditors whose report has been furnished to us,
and our opinion, insofar as it relates to data included for
The Vigoro Corporation, is based solely on the report of
the other auditors.
We conducted our audits in accordance with generally
accepted auditing standards. Those standards require
that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are
free of material misstatement. An audit includes examin
ing, on a test basis, evidence supporting the amounts
and disclosures in financial statements. An audit also in
cludes assessing the accounting principles used and sig
nificant estimates made by management, as well as
evaluating the overall financial statement presentation.
We believe that our audits and the report of other audi
tors provide a reasonable basis for our opinion.
In our opinion, based on our audits and the report of
other auditors, the consolidated financial statements re
ferred to above present fairly, in all material respects, the
consolidated financial position of IMG Global Inc. at June
30, 1996 and 1995, and the consolidated results of its
operations and its cash flows for each of the three years
in the period ended June 30, 1996, after giving retroac
tive effect to the merger of The Vigoro Corporation, as
described in the notes to consolidated financial state
ments, in conformity with generally accepted accounting
principles.

We have audited the accompanying consolidated bal
ance sheets of TransTechnology Corporation and sub
sidiaries as of March 31, 1996 and 1995 and the related
statements of consolidated operations, stockholders’ eq
uity, and cash flows for each of the three years in the pe
riod ended March 31, 1996. These financial statements
are the responsibility of the Corporation’s management.
Our responsibility is to express an opinion on the finan
cial statements based on our audits. We did not audit the
financial statements of The New Seeger Group (whose
members are consolidated subsidiaries) for the period
ending March 31, 1996, which statements reflect total
assets and total revenues constituting 32% and 28%, re
spectively, of the related consolidated totals for the year.
These statements were audited by other auditors whose
report has been furnished to us, and our opinion, insofar
as it relates to the amounts included for The New Seeger
Group for the period ended March 31, 1996, is based
solely on the report of such other auditors.
We conducted our audits in accordance with generally
accepted auditing standards. Those standards require
that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are
free of material misstatement. An audit includes examin
ing, on a test basis, evidence supporting the amounts
and disclosures in the financial statements. An audit also
includes assessing the accounting principles used and
significant estimates made by management, as well as
evaluating the overall financial statement presentation.
We believe that our audits provide a reasonable basis for
our opinion.
In our opinion, based on our audits and the report of
the other auditors, such consolidated financial state
ments present fairly, in all material respects, the financial
position of TransTechnology Corporation and subsidiar
ies at March 31, 1996 and 1995, and the results of their
operations and their cash flows for each of the three
years in the period ended March 31, 1996 in conformity
with generally accepted accounting principles.
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Uncertainties

UNCERTAINTIES
Effective for auditors’ reports issued or reissued on or af
ter February 29, 1996, Statement on Auditing Standards
No. 79 amends SAS No. 58 to eliminate the requirement
for an uncertainties explanatory paragraph for uncertain
ties as defined in paragraphs 29-32 of amended SAS
No. 58. SAS No. 79 does not apply to going concern
situations for which SAS No. 59, as amended by SAS
No. 64, provides guidance.
Table 6-3 summarizes the nature of uncertainties for
which an explanatory paragraph was included in an audi
tors’ report. An example of explanatory language for a
going concern situation follows.
TABLE 6-3: UNCERTAINTIES
L itig a tio n .................................................
Going c o n c e r n .....................................
O ther........................................................

1996

1995

1994

1993

1
1

8

18

2

14
4
3

—

7

8
6

Total Uncertainties.................

2

17

21

32

Total Companies.....................

2

15

20

29

Going Concern
INDEPENDENT AUDITORS’ REPORT
Board of Directors and Stockholders of
Daedalus Enterprises, Inc.
Ann Arbor, Michigan
We have audited the accompanying consolidated bal
ance sheets of Daedalus Enterprises, Inc. and subsidiar
ies as of July 31, 1996 and 1995, and the related con
solidated statements of operations, stockholders’ equity,
and cash flows for each of the three years in the period
ended July 31, 1996. These financial statements are the
responsibility of the Company’s management. Our re
sponsibility is to express an opinion on these financial
statements based upon our audits.
We conducted our audits in accordance with generally
accepted auditing standards. Those standards require
that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are
free of material misstatement. An audit includes examin
ing, on a test basis, evidence supporting the amounts
and disclosures in the financial statements. An audit also
includes assessing the accounting principles used and
significant estimates made by management, as well as
evaluating the overall financial statement presentation.
We believe that our audits provide a reasonable basis for
our opinion.

In our opinion, such consolidated financial statements
present fairly, in all material respects, the financial posi
tion of Daedalus Enterprises, Inc. and subsidiaries at
July 31, 1996 and 1995, and the results of their opera
tions and their cash flows for each of the three years in
the period ended July 31, 1996 in conformity with gener
ally accepted accounting principles.
The accompanying financial statements have been
prepared assuming that the Company will continue as a
going concern. As discussed in Note K, the Company is
experiencing difficulty in generating sufficient cash flow
to meet its obligations and sustain its operations, which
raises substantial doubt about its ability to continue as a
going concern. Management’s plans in regard to these
matters are also described in Note K. The financial state
ments do not include any adjustments that might result
from the outcome of this uncertainty.
As discussed in Note A to the financial statements, ef
fective August 1, 1993, the Company changed its
method for determining percentage-of-completion for
revenue recognition.
NOTES TO FINANCIAL STATEMENTS
Note K—Going Concern Matters
The accompanying financial statements have been pre
pared on a going concern basis, which contemplates the
realization of assets and the satisfaction of liabilities in
the normal course of business. As shown in the financial
statements during the years ended July 31, 1996, 1995
and 1994, the Company incurred losses of $966,585,
$361,773 and $630,803, respectively, and has classified
all of its debt as current for the years ended July 31,
1996 and 1995. These factors among other may indicate
that the Company will be unable to continue as a going
concern for a reasonable period of time.
The financial statements do not include any adjust
ments relating to the recoverability and classification of li
abilities that might be necessary should the Company be
unable to continue as a going concern. As described in
Note D, the Company was not in compliance with the
covenants of its line of credit agreement at July 31,
1996, but a waiver was obtained from the bank for its
violations. The Company has reached agreement with its
bank on a new line of credit with availability subject to a
revised formula, effective October 25, 1996. As a result
of the covenant violation and since the new debt facility
is in the form of a secured master demand note, the
Company has classified the balance of its long-term debt
($241,000 related to its mortgage) as a current liability.
The Company’s continuation as a going concern is de
pendent upon its ability to generate sufficient cash flow
to meet its obligations on a timely basis, to comply with
the terms of its financing agreement, to obtain additional
financing or refinancing as may be required, and ulti
mately to attain profitability. The Company is also ac
tively pursuing additional equity financing through
discussions with potential customers possessing related
technological and/or marketing capabilities that can help
it develop the new markets for its facility management in
formation technology.
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LACK OF CONSISTENCY
Table 6-4 summarizes the accounting changes for which
auditors expressed unqualified opinions but added ex
planatory language to their reports as required by para
graphs 16-18 of Statement on Auditing Standards No.
58, as amended by SAS No. 79. The reason for the large
number of references to lack of consistency is that many
of the survey companies disclosed more than one ac
counting change in years prior to 1996. Of the 189 refer
ences to lack of consistency, 169 relate to changes
made in years prior to 1996. Examples of references to
lack of consistency follow.

In our opinion, the financial statements referred to
above present fairly, in all material respects, the consoli
dated financial position of Amerada Hess Corporation
and consolidated subsidiaries at December 3 1 , 1996 and
1995 and the consolidated results of their operations and
their consolidated cash flows for each of the three years
in the period ended December 31, 1996, in conformity
with generally accepted accounting principles.
As discussed in Note 3 to the consolidated financial
statements, in 1995 the Corporation adopted Statement
of Financial Accounting Standards No. 121, Accounting
for the Impairment of Long-Lived Assets and for LongLived Assets to Be Disposed Of.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

TABLE 6-4: LACK OF CONSISTENCY

3. 1995 Asset Impairment

1996

1995

1994

51
39
24
19
19

3

29

43
104
146
139
31
7
42

330
334
33
7
34

Total References................... . . 189

512

861

829

Total Companies................... .

292

431

417

Im pairm ent of long-lived a s s e ts ..
Postem ploym ent benefits.............. . .
Income ta x e s ...................................
Postretirem ent b e n e fits ................
Investments (SFAS No. 1 1 5 ) ___
In ve ntorie s........................................
Other— described............................

8

139

120

1993
—

87
332
356

10
12
32

impairment Of Long-Lived Assets
REPORT OF INDEPENDENT AUDITORS
The Board of Directors and Stockholders
Amerada Hess Corporation
We have audited the accompanying consolidated bal
ance sheet of Amerada Hess Corporation and consoli
dated subsidiaries as of December 31, 1996 and 1995
and the related consolidated statements of income, re
tained earnings, changes in common stock and capital in
excess of par value and cash flows for each of the three
years in the period ended December 31, 1996. These fi
nancial statements are the responsibility of the Corpora
tion’s management. Our responsibility is to express an
opinion on these financial statements based on our
audits.
We conducted our audits in accordance with generally
accepted auditing standards. Those standards require
that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are
free of material misstatement. An audit includes examin
ing, on a test basis, evidence supporting the amounts
and disclosures in the financial statements. An audit also
includes assessing the accounting principles used and
significant estimates made by management, as well as
evaluating the overall financial statement presentation.
We believe that our audits provide a reasonable basis for
our opinion.

As required by Statement of Financial Accounting Stand
ards (FAS) No. 121, the Corporation recorded losses on
long-lived assets where events or circumstances indi
cated that the assets were impaired. The impairment
charge was the difference between the carrying value
and the estimated fair value of the assets. The Corpora
tion estimated fair values based on sales prices for com
parable assets or discounted future cash flows.
The total impairment of long-lived assets and a long
term operating lease was $584,161,000 ($415,542,000
after income taxes). Of the after-tax amount,
$346,396,000 related to refining, marketing and shipping
operations, principally for a refining facility and ocean go
ing vessels. The remainder related to oil and gas produc
ing properties.
REPORT OF INDEPENDENT AUDITORS
Board of Directors and Shareholders
American Greetings Corporation
We have audited the accompanying consolidated state
ments of financial position of American Greetings Corpo
ration as of February 29, 1996 and February 28, 1995,
and the related consolidated statements of income,
shareholders’ equity and cash flows for each of the three
years in the period ended February 29, 1996. These fi
nancial statements are the responsibility of the Corpora
tion’s management. Our responsibility is to express an
opinion on these financial statements based on our
audits.
We conducted our audits in accordance with generally
accepted auditing standards. Those standards require
that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are
free of material misstatement. An audit includes examin
ing, on a test basis, evidence supporting the amounts
and disclosures in the financial statements. An audit also
includes assessing the accounting principles used and
significant estimates made by management, as well as
evaluating the overall financial statement presentation.
We believe that our audits provide a reasonable basis for
our opinion.

L ack O f C onsistency

In our opinion, the financial statements referred to
above present fairly, in all material respects, the consoli
dated financial position of American Greetings Corpora
tion as of February 29, 1996 and February 28, 1995, and
the consolidated results of their operations and their
cash flows for each of the three years in the period
ended February 29, 1996, in conformity with generally
accepted accounting principles.
As discussed in Notes E and G to the consolidated fi
nancial statements, in 1994 the Corporation changed its
methods of accounting for postretirement benefits other
than pensions and income taxes. Further, as discussed
in Note B to the consolidated financial statements, in
1996 the Corporation adopted the provisions of State
ment of Financial Accounting Standards No. 121, “Ac
counting for the Impairment of Long-Lived Assets and for
Long-Lived Assets to Be Disposed Of.”
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Dollars in thousands)
Note B—Asset Impairment Loss
In accordance with Statement of Financial Accounting
Standards No. 121, “Accounting for the Impairment of
Long-Lived Assets and for Long-Lived Assets to Be Dis
posed Of,” the Corporation recorded an impairment loss
on the long-lived assets of its CreataCard business. The
trends in the CreataCard business indicated that the un
discounted future cash flows from this business would be
less than the carrying value of the long-lived assets re
lated to that business. Accordingly, on November 1,
1995, the Corporation recognized an asset impairment
loss of $52,061 ($35,094 net of tax, or $.47 per share).
This loss is the difference between the carrying value of
the CreataCard machines and related goodwill and other
intangibles, and the fair value of these assets based on
discounted estimated future cash flows.
Note E (In Part): Postretirement Benefits Other Than
Pensions
The Corporation sponsors a defined benefit health care
plan that provides postretirement medical benefits to full
time employees who are age 65 or over at retirement
with 15 or more years of service and who were hired on
or before December 31, 1991. In addition, for retirements
on or after January 2, 1992, the retiree must have been
continuously enrolled for health care for a minimum of
five years or since January 2, 1992. The plan is contribu
tory, with retiree contributions adjusted periodically, and
contains other cost-sharing features such as deductibles
and coinsurance. The Corporation maintains a trust for
the payment of retiree health care benefits. This trust is
funded at the discretion of management.
On March 1, 1993 the Corporation adopted Statement
of Financial Accounting Standards No. 106, “Employers’
Accounting for Postretirement Benefits Other Than Pen
sions.” The statement requires the Corporation to recog
nize the cost of providing certain retiree benefits on an
accrual basis. The Corporation elected to immediately
recognize the cumulative effect of this accounting
change at March 1, 1993 and reduced income by
$36,048 ($22,530 net of tax) in 1994.
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Note G (In Part): Income Taxes
The Corporation adopted Statement of Financial Ac
counting Standards No. 109, “Accounting for Income
Taxes” effective March 1, 1993. This statement required
the Corporation to change its method of accounting for
income taxes from the deferred method to the liability
method. The cumulative effect of adopting the statement
as of March 1, 1993 was to increase net income by
$5,348.
INDEPENDENT AUDITORS’ REPORT
The Board of Directors and Stockholders
Murphy Oil Corporation:
We have audited the accompanying consolidated bal
ance sheets of Murphy Oil Corporation and Consolidated
Subsidiaries as of December 31, 1996 and 1995, and
the related consolidated statements of income, stock
holders’ equity and cash flows for each of the years in
the three-year period ended December 31, 1996. These
consolidated financial statements are the responsibility
of the Company’s management. Our responsibility is to
express an opinion on these consolidated financial state
ments based on our audits.
We conducted our audits in accordance with generally
accepted auditing standards. Those standards require
that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are
free of material misstatement. An audit includes examin
ing, on a test basis, evidence supporting the amounts
and disclosures in the financial statements. An audit also
includes assessing the accounting principles used and
significant estimates made by management, as well as
evaluating the overall financial statement presentation.
We believe that our audits provide a reasonable basis for
our opinion.
In our opinion, the consolidated financial statements
referred to above present fairly, in all material respects,
the financial position of Murphy Oil Corporation and Con
solidated Subsidiaries as of December 31, 1996 and
1995, and the results of their operations and their cash
flows for each of the years in the three-year period
ended December 31, 1996, in conformity with generally
accepted accounting principles.
As discussed in Note C to the consolidated financial
statements, in 1995 the Company adopted the provi
sions of Financial Accounting Standards Board’s State
ment of Financial Accounting Standards No. 121,
Accounting for the Impairment of Long-Lived Assets and
for Long-Lived Assets to Be Disposed Of.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note C—Accounting Change
Effective October 1, 1995, the Company adopted SFAS
No. 121, Accounting for the Impairment of Long-Lived
Assets and for Long-Lived Assets to Be Disposed Of.
The effects of this accounting change were a reduction
in the carrying value of property, plant, and equipment by
$198,988,000 and an after-tax reduction of income by
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$168,367,000, $3.75 a share. The asset impairments re
sulted from management’s expectation of a continuation
into the foreseeable future of the low-price environment
for crude oil, natural gas, and petroleum products that
confronted the oil and gas industry throughout most of
1995. The carrying values for assets determined to be
impaired were adjusted to fair values based on estimated
future net cash flows for such assets, discounted at a
market rate of interest. Properties determined to be im
paired were certain oil and gas assets (Ecuadoran fields;
two U.K. North Sea fields; four U.S. fields, primarily in
the Gulf of Mexico; and a Spanish property) and U.K. re
fining and marketing assets.
REPORT OF INDEPENDENT AUDITORS
Stockholders and Board of Directors
Reynolds Metals Company
We have audited the accompanying consolidated bal
ance sheets of Reynolds Metals Company as of Decem
ber 31, 1996 and 1995, and the related consolidated
statements of income and retained earnings, and cash
flows for each of the three years in the period ended De
cember 31, 1996. These financial statements are the re
sponsibility of the Company’s management. Our respon
sibility is to express an opinion on these financial
statements based on our audits.
We conducted our audits in accordance with generally
accepted auditing standards. Those standards require
that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are
free of material misstatement. An audit includes examin
ing, on a test basis, evidence supporting the amounts
and disclosures in the financial statements. An audit also
includes assessing the accounting principles used and
significant estimates made by management, as well as
evaluating the overall financial statement presentation.
We believe that our audits provide a reasonable basis for
our opinion.
In our opinion, the financial statements referred to
above present fairly, in all material respects, the consoli
dated financial position of Reynolds Metals Company at
December 31, 1996 and 1995, and the consolidated re
sults of its operations and its cash flows for each of the
three years in the period ended December 31, 1996, in
conformity with generally accepted accounting principles.
As discussed in Note 1 to the consolidated financial
statements, in 1996 the Company adopted Statement of
Financial Accounting Standards No. 121, “Accounting for
the Impairment of Long-Lived Assets and for Long-Lived
Assets to be Disposed Of.”
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
1 (In Part): Accounting Policies
Cumulative Effect of Accounting Change
In 1996, Statement of Financial Accounting Standards
No. 121, “Accounting for the Impairment of Long-Lived
Assets and for Long-Lived Assets to be Disposed Of,”
was adopted. The cumulative effect of adopting the
standard was an after-tax loss of $15 million. The loss
was for the impairment of assets held for sale, principally
undeveloped land.

INDEPENDENT AUDITORS’ REPORT

To the Shareholders and Board of Directors
of Universal Foods Corporation
We have audited the accompanying consolidated bal
ance sheets of Universal Foods Corporation and subsidi
aries as of September 30, 1996 and 1995, and the re
lated consolidated statements of earnings, shareholders’
equity and cash flows for each of the three years in the
period ended September 3 0 , 1996. These financial state
ments are the responsibility of the Company’s manage
ment. Our responsibility is to express an opinion on
these financial statements based on our audits.
We conducted our audits in accordance with generally
accepted auditing standards. Those standards require
that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are
free of material misstatement. An audit includes examin
ing, on a test basis, evidence supporting the amounts
and disclosures in the financial statements. An audit also
includes assessing the accounting principles used and
significant estimates made by management, as well as
evaluating the overall financial statement presentation.
We believe that our audits provide a reasonable basis for
our opinion.
In our opinion, such consolidated financial statements
present fairly, in all material respects, the financial posi
tion of Universal Foods Corporation and subsidiaries as
of September 30, 1996 and 1995, and the results of their
operations and their cash flows for each of the three
years in the period ended September 30, 1996, in con
formity with generally accepted accounting principles.
As discussed in Note 2 to the consolidated financial
statements, in fiscal 1996 the Company adopted the pro
visions of the Financial Accounting Standards Boards’
Statement of Financial Accounting Standards No. 121,
“Accounting for the Impairment of Long-Lived Assets and
for Long-Lived Assets to be Disposed Of.”
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 2 (In Part):
The Company adopted SFAS No. 121 as of the begin
ning of the fourth quarter of 1996. In this regard, certain
long-lived assets which are held and used in the busi
ness were identified as impaired. The Company consid
ers continued operating losses, or significant and long
term changes in industry conditions, to be its primary
indicators of potential impairment. In 1996 an impairment
was recognized when the future undiscounted cash flows
of each asset was estimated to be less than the asset’s
related carrying value. As such, the carrying values of
these assets were written down to the Company’s esti
mates of fair value. Fair value was based on sales of
similar assets, or other estimates of fair value such as
discounting estimated future cash flows. The non-cash
charge for adoption of this standard was $20,000,000
and resulted from changes in industry conditions, contin
ued operating losses and from the Company grouping
assets at a lower level than under its previous method of
accounting.
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Postemployment Benefits
REPORT OF INDEPENDENT AUDITORS
To the Stockholders of Alliant Techsystems:
We have audited the accompanying consolidated bal
ance sheets of Alliant Techsystems Inc. and subsidiaries
as of March 3 1 , 1996, and 1995, and the related consoli
dated statements of income and of cash flows for each
of the years ended March 31, 1996, 1995, and 1994.
These financial statements are the responsibility of the
Company’s management. Our responsibility is to express
an opinion on these financial statements based on our
audits.
We conducted our audits in accordance with generally
accepted auditing standards. Those standards require
that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are
free of material misstatement. An audit includes examin
ing, on a test basis, evidence supporting the amounts
and disclosures in the financial statements. An audit also
includes assessing the accounting principles used and
significant estimates made by management, as well as
evaluating the overall financial statement presentation.
We believe that our audits provide a reasonable basis for
our opinion.
In our opinion, such financial statements present fairly,
in all material respects, the consolidated financial posi
tion of Alliant Techsystems Inc. and subsidiaries at
March 31, 1996, and 1995, and the consolidated results
of its operations and its cash flows for each of the years
ended March 31, 1996, 1995, and 1994, in conformity
with generally accepted accounting principles.
As discussed in Notes 1 and 10 to the financial state
ments, effective April 1, 1994, the Company changed its
method of accounting for certain long-term production
contracts and its method of accounting for postemploy
ment benefit costs to conform with Statement of Finan
cial Accounting Standards No. 112.
NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS
(Dollars in thousands, except per share amounts)
1 (In Part): Basis of Presentation and Significant
Accounting Policies
Revenue Recognition—In the fourth quarter of fiscal
1995, the Company applied a new method of accounting
to measure the extent of progress toward completion on
contracts for a majority of Marine Systems products and
a limited number of Defense Systems products. The
change in method of revenue recognition results in reve
nues being recognized based on the ratio of costs
incurred to total estimated costs (cost to cost) as op
posed to units delivered (units of delivery). This predomi
nant industry practice provides better matching of reve
nues and expenses for contracts which exhibit long lead
times between contract award and incurrence of costs,
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and the initial delivery of product. This change did not
have a cumulative effect on beginning retained earnings
but did result in the recognition during fiscal 1995 of ap
proximately $42,000 of sales and $400 in income from
operations that otherwise would have been recognized in
future periods.
10. Postemployment Benefits
The Company provides certain disability and workers’
compensation benefits to former or inactive employees.
Effective April 1, 1994, the Company adopted SFAS No.
112, “Employers’ Accounting for Postemployment Bene
fits.” This statement requires recognition of these bene
fits on an accrual basis. Prior to April 1, 1994, certain dis
ability benefits were expensed as claims were reported.
The effect of adopting SFAS No. 112 was recognized im
mediately in fiscal 1995 as the effect of a change in ac
counting principle and resulted in a charge of $1,500 or
$0.15 per share against fiscal 1995 income.
REPORT OF INDEPENDENT ACCOUNTANTS
To the Board of Directors and Stockholders of Dow
Jones & Company, Inc.
We have audited the accompanying consolidated bal
ance sheets of Dow Jones & Company, Inc. and Subsidi
aries as of December 31, 1996 and 1995, and the re
lated consolidated statements of income, stockholders’
equity and cash flows for each of the three years in the
period ended December 31, 1996. These financial state
ments are the responsibility of the company’s manage
ment. Our responsibility is to express an opinion on
these financial statements based on our audits.
We conducted our audits in accordance with generally
accepted auditing standards. Those standards require
that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are
free of material misstatement. An audit includes examin
ing, on a test basis, evidence supporting the amounts
and disclosures in the financial statements. An audit also
includes assessing the accounting principles used and
the significant estimates made by management, as well
as evaluating the overall financial statement presenta
tion. We believe that our audits provide a reasonable ba
sis for our opinion.
In our opinion, the financial statements referred to
above present fairly, in all material respects, the consoli
dated financial position of Dow Jones & Company, Inc.
and Subsidiaries as of December 31, 1996 and 1995,
and the consolidated results of their operations and their
cash flows for each of the three years in the period
ended December 31, 1996, in conformity with generally
accepted accounting principles.
As discussed in Note 11 to the consolidated financial
statements, the company changed its method of ac
counting for postemployment benefits effective January
1 , 1994.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Note 11 (In Part): Postretirement Benefits Other Than
Pensions, and Postemployment Benefits
Effective January 1, 1994, the company adopted State
ment of Financial Accounting Standards No. 112, “Em
ployers’ Accounting for Postemployment Benefits.” Ac
cordingly, the company recorded an after-tax charge of
$3,007,000, or three cents per share, as the cumulative
effect of accounting change as of the date of adoption.
This change in accounting had no material effect on op
erating expenses.

Income Taxes
REPORT OF INDEPENDENT AUDITORS
The Board of Directors and Shareowners
Sparton Corporation
We have audited the accompanying consolidated bal
ance sheets of Sparton Corporation and subsidiaries as
of June 30, 1996 and 1995, and the related consolidated
statements of operations, shareowners’ equity, and cash
flows for each of the three years in the period ended
June 30, 1996. These financial statements are the re
sponsibility of the Company’s management. Our respon
sibility is to express an opinion on these financial state
ments based on our audits.
We conducted our audits in accordance with generally
accepted auditing standards. Those standards require
that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are
free of material misstatement. An audit includes examin
ing, on a test basis, evidence supporting the amounts
and disclosures in the financial statements. An audit also
includes assessing the accounting principles used and
significant estimates made by management, as well as
evaluating the overall financial statement presentation.
We believe that our audits provide a reasonable basis for
our opinion.
In our opinion, the financial statements referred to
above present fairly, in all material respects, the consoli
dated financial position of Sparton Corporation and sub
sidiaries at June 30, 1996 and 1995, and the
consolidated results of their operations and their cash
flows for each of the three years in the period ended
June 30, 1996, in conformity with generally accepted ac
counting principles.
As discussed in Note 1 to the consolidated financial
statements, in the year ended June 30, 1994, the Com
pany changed its methods of accounting for income
taxes and postemployment benefits.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

1 (In Part): Summary of Significant Accounting Policies
Changes in Methods of Accounting—Effective the first
quarter of 1994, the Company adopted Statement of Fi
nancial Accounting Standards (SFAS) No. 109, “Ac
counting for Income Taxes.” Accordingly, deferred tax
assets and liabilities are determined based on differ
ences between financial reporting and tax bases of as
sets and liabilities, and are measured using the enacted
tax rates and laws that will be in effect when such differ
ences are expected to reverse. The adoption of SFAS
No. 109 has not changed the actual amount of income
tax paid by the Company. The cumulative effect of this
accounting change was to decrease the net loss for the
first quarter of fiscal 1994 by $264,000 ($.03 per share).
In the fourth quarter of 1994, the Company elected to
early adopt Statement of Financial Accounting Standards
No. 112, “Employers’ Accounting for Postemployment
Benefits,” retroactively as of July 1, 1993. Under this new
method of accounting, the Company accrues disability
benefits when it becomes probable that such benefits will
be paid and when sufficient information exists to make
reasonable estimates of the amounts to be paid. The cu
mulative effect of this accounting change was to increase
the net loss for the first quarter of 1994 by $264,000
($.03 per share), net of income tax effects of $149,000.
The effect of this accounting change on 1994 operations
was not material.
These accounting changes offset each other and,
therefore, had no effect on the net loss reported for
1994.
REPORT OF INDEPENDENTPUBLICACCOUNTANTS
To the Shareholders and Board of Directors
Wausau Paper Mills Company
Wausau, Wisconsin
We have audited the accompanying consolidated bal
ance sheets of Wausau Paper Mills Company and Sub
sidiaries as of August 31, 1996 and 1995, and the re
lated consolidated statements of income, cash flows and
shareholders’ equity for each of the years in the threeyear period ended August 31, 1996. These financial
statements are the responsibility of the company’s man
agement. Our responsibility is to express an opinion on
these financial statements based on our audits.
We conducted our audits in accordance with generally
accepted auditing standards. Those standards require
that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are
free of material misstatement. An audit includes examin
ing, on a test basis, evidence supporting the amounts
and disclosures in the financial statements. An audit also
includes assessing the accounting principles used and
significant estimates made by management, as well as
evaluating the overall financial statement presentation.
We believe that our audits provide a reasonable basis for
our opinion.
In our opinion, the consolidated financial statements
referred to above present fairly, in all material respects,
the financial position of Wausau Paper Mills Company
and Subsidiaries at August 31, 1996 and 1995, and the
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results of their operations and cash flows for each of the
years in the three-year period ended August 31, 1996, in
conformity with generally accepted accounting principles.
As discussed in Note 8 of the Notes to Consolidated
Financial Statements, the company changed its method
of accounting for income taxes in 1994.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 8 (In Part): Income Taxes
Effective September 1, 1993, the company adopted the
liability method of accounting for income taxes pre
scribed by Statement of Financial Accounting Standards
(SFAS) No. 109. Deferred tax assets and liabilities are
determined based on the estimated future tax effects of
temporary differences between the financial statement
and tax bases of assets and liabilities, as measured by
the current enacted tax rates. Deferred tax expense is
the result of changes in the deferred tax asset and liabil
ity. Previously, the company used the deferral method
which provided for deferred income taxes on the basis of
income and expense items reported for financial ac
counting and tax purposes in different periods.
The company recognized the cumulative effect of the
change as of September 1, 1993. The adoption was re
flected as a one-time cumulative reduction in the net de
ferred tax liability resulting in a $1,000,000 increase in
fiscal 1994 net earnings. The effect of the change in
method did not have a material effect in 1994.

Postretirement Benefits
INDEPENDENT AUDITORS’ REPORT
Board of Directors and Stockholders
Computer Sciences Corporation
El Segundo, California
We have audited the accompanying consolidated bal
ance sheets of Computer Sciences Corporation and
Subsidiaries as of March 29, 1996 and March 31, 1995,
and the related consolidated statements of income,
stockholders’ equity and cash flows for each of the three
years in the period ended March 29, 1996. These finan
cial statements are the responsibility of the Company’s
management. Our responsibility is to express an opinion
on these financial statements based on our audits.
We conducted our audits in accordance with generally
accepted auditing standards. Those standards require
that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are
free of material misstatement. An audit includes examin
ing, on a test basis, evidence supporting the amounts
and disclosures in the financial statements. An audit also
includes assessing the accounting principles used and
significant estimates made by management, as well as
evaluating the overall financial statement presentation.
We believe that our audits provide a reasonable basis for
our opinion.
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In our opinion, such consolidated financial statements
present fairly, in ail material respects, the financial posi
tion of Computer Sciences Corporation and Subsidiaries
at March 29, 1996 and March 31, 1995, and the results
of their operations and their cash flows for each of the
three years in the period ended March 29, 1996, in con
formity with generally accepted accounting principles.
As discussed in Note 1 to the consolidated financial
statements, in fiscal 1994 the Company changed its
method of accounting for income taxes and for postre
tirement benefits other than pensions to conform with
pronouncements of the Financial Accounting Standards
Board.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 1 (In Part): Summary of Significant Accounting
Policies
Accounting Changes
Effective April 3, 1993, the Company adopted Statement
of Financial Accounting Standards (“SFAS”) 106, “Em
ployers’ Accounting for Postretirement Benefits Other
Than Pensions” and SFAS 109, “Accounting for Income
Taxes.” Under SFAS 106, the Company changed from
the cash basis of accounting for postretirement benefits
other than pensions to the accrual of the estimated costs
of such benefits during the period that covered employ
ees render services (see Note 5). The adoption of SFAS
109 changed the Company’s method of accounting for
income taxes from the “deferred method” to the “asset
and liability method.” Under the asset and liability
method of SFAS 109, deferred tax assets and liabilities
are recognized for future tax consequences attributable
to differences between financial statement carrying
amounts of existing assets and liabilities and their re
spective tax bases (see Note 6).
REPORT OF INDEPENDENTAUDITORS
To the Stockholders and Board of Directors
Thiokol Corporation:
We have audited the accompanying consolidated bal
ance sheets of Thiokol Corporation as of June 30, 1996
and 1995, and the related consolidated statements of in
come, stockholders’ equity, and cash flows for each of
the three years in the period ended June 30, 1996.
These financial statements are the responsibility of the
Company’s management. Our responsibility is to express
an opinion on these financial statements based on our
audits.
We conducted our audits in accordance with generally
accepted auditing standards. Those standards require
that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are
free of material misstatement. An audit includes examin
ing, on a test basis, evidence supporting the amounts
and disclosures in the financial statements. An audit also
includes assessing the accounting principles used and
significant estimates made by management, as well as
evaluating the overall financial statement presentation.
We believe that our audits provide a reasonable basis for
our opinion.
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In our opinion, the financial statements referred to
above present fairly, in all material respects, the consoli
dated financial position of Thiokol Corporation at June
30, 1996 and 1995, and the consolidated results of its
operations and its cash flows for each of the three years
in the period ended June 30, 1996, in conformity with
generally accepted accounting principles.
As discussed in Notes 10 and 11, in 1994 the Com
pany changed its method of accounting for postretire
ment benefits other than pensions and postemployment
benefits.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 10 (In Part): Postretirement Benefits Other Than
Pensions
Effective July 1, 1993, the Company adopted SFAS No.
106, “Employers’ Accounting for Postretirement Benefits
Other than Pensions.” The Company recognized the
transition obligation as a one-time charge to earnings of
$81.9 million in 1994. The effect on 1994 earnings and
shareholders’ equity was $51.6 million ($2.59 per share)
after a deferred income tax benefit of $30.3 million. A
significant portion of the charge is expected to be recov
ered in future years as amounts are funded and allo
cated to government contracts. The Company’s policy is
to fund the cost of retiree medical benefits at manage
ment’s discretion or as amounts are expended. Voluntary
Employees’ Beneficiary Association (VEBA) trusts and
other trusts under Internal Revenue Code regulations
were established in 1994 for government contract reim
bursement purposes. The amounts funded are tax de
ductible in the year of contribution.

flows for each of the three years in the period ended
March 31, 1996. These financial statements are the re
sponsibility of the Company’s management. Our respon
sibility is to express an opinion on these financial state
ments based on our audits.
We conducted our audits in accordance with generally
accepted auditing standards. Those standards require
that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are
free of material misstatement. An audit includes examin
ing, on a test basis, evidence supporting the amounts
and disclosures in the financial statements. An audit also
includes assessing the accounting principles used and
significant estimates made by management, as well as
evaluating the overall financial statement presentation.
We believe that our audits provide a reasonable basis for
our opinion.
In our opinion, the financial statements referred to
above present fairly, in all material respects, the consoli
dated financial position of McDermott International, Inc.
at March 31, 1996 and 1995, and the consolidated re
sults of its operations and its cash flows for each of the
three years in the period ended March 31, 1996, in con
formity with generally accepted accounting principles.
As discussed in Note 1 to the consolidated financial
statements, the Company changed its methods of ac
counting for postemployment benefits and investment
securities in 1995 and recoveries of products liability
claims in 1994.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 1 (In Part): Summary of Significant Accounting
Policies

Note 11 (In Part): Postemployment Benefits

Changes in Accounting Policies

Effective July 1, 1993, the Company adopted SFAS No.
112, “Employers’ Accounting for Postemployment Bene
fits.” This accounting standard requires the Company to
accrue the expected cost of postemployment benefits
provided to former employees or their beneficiaries
rather than the prior policy of charging the costs against
earnings as the amounts were paid. The liability, which
relates to long-term disability benefits and medical bene
fits recognized at July 1, 1993 was $19.3 million. The cu
mulative effect on 1994 earnings and shareholders’ eq
uity was $12.2 million ($.61 per share) after a deferred
income tax benefit of $7.1 million.

Products Liability—As a result of the consensus reached
on Emerging Issues Task Force (“EITF”) Issue No. 93-5,
a company is no longer permitted to offset, for recogni
tion purposes, reasonable possible recoveries against
probable losses which until fiscal year 1994 had been
McDermott International’s practice with respect to esti
mated future costs for non-employee products liability
asbestos claims. Effective April 1, 1993, McDermott In
ternational adopted this provision of EITF Issue No. 93-5
as a change in accounting principle and provided for esti
mated future costs to the extent that recovery from its in
surers was not determined to be probable. The cumula
tive effect of the accounting change at April 1, 1993 was
a charge of $100,750,000 (net of income taxes of
$54,250,000), or $1.89 per share. The adoption of this
provision of EITF Issue No. 93-5 resulted in an increase
in pre-tax Income before Cumulative Effect of Accounting
Change of $19,947,000 ($12,168,000 net of tax, or $0.23
per share) in fiscal year 1994, as costs in fiscal year
1994 that would have been recognized under McDermott
International’s prior practice were included in the cumula
tive effect of the accounting change.
Postemployment Benefits—Effective April 1, 1994,
McDermott International adopted Statement of Financial
Accounting Standards (“SFAS”) No. 112, “Employers’
Accounting for Postemployment Benefits,” in accounting
for disability benefits and other types of benefits paid to

Investments
REPORT OF INDEPENDENT AUDITORS
The Board of Directors and Stockholders
McDermott International, Inc.
We have audited the accompanying consolidated bal
ance sheet of McDermott International, Inc. as of March
31, 1996 and 1995, and the related consolidated state
ments of income (loss), stockholders’ equity and cash
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employees, their beneficiaries and covered dependents
after active employment, but before retirement. The cu
mulative effect as of April 1, 1994 of this change in ac
counting was to reduce net income by $1,765,000 (net of
income taxes of $287,000) or $0.03 per share. Other
than the cumulative effect, the accounting change had
no material effect on the results of fiscal year 1995. Prior
to April 1, 1994, McDermott International recognized the
cost of providing most of these benefits on a cash basis.
Investments—Effective April 1, 1994, McDermott Inter
national adopted SFAS No. 115, “Accounting for Certain
Investments in Debt and Equity Securities” for invest
ments held as of or acquired after April 1, 1994. The
adoption of SFAS No. 115 resulted in a decrease in the
opening balance of stockholders’ equity of $4,095,000 to
reflect the net unrealized holding losses on McDermott
International’s investment securities which were pre
viously carried at amortized cost.

Inventories
REPORT OF INDEPENDENTPUBLICACCOUNTANTS
To the Stockholders of
Zenith Electronics Corporation:
We have audited the accompanying consolidated bal
ance sheets of Zenith Electronics Corporation and sub
sidiaries as of December 31, 1996 and 1995, and the re
lated statements of consolidated operations and retained
earnings and cash flows for each of the three years in
the period ended December 31, 1996. These financial
statements are the responsibility of the Company’s man
agement. Our responsibility is to express an opinion on
these financial statements based on our audits.
We conducted our audits in accordance with generally
accepted auditing standards. Those standards require
that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are
free of material misstatement. An audit includes examin
ing, on a test basis, evidence supporting the amounts
and disclosures in the financial statements. An audit also
includes assessing the accounting principles used and
significant estimates made by management, as well as
evaluating the overall financial statement presentation.
We believe that our audits provide a reasonable basis for
our opinion.
In our opinion, the consolidated financial statements
referred to above present fairly, in all material respects,
the financial position of Zenith Electronics Corporation
and subsidiaries as of December 31, 1996 and 1995,
and the results of their operations and their cash flows
for each of the three years in the period ended Decem
ber 31, 1996, in conformity with generally accepted ac
counting principles.
As explained in Note Three to the financial statements,
the Company has given retroactive effect to the change
in accounting for its picture tube inventories from the
LIFO method to the FIFO method.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note Three—Accounting Change:
Effective January 1, 1996, the company changed its in
ventory costing method for its picture tube inventories
from LIFO to FIFO. There has been a strategic marketing
shift in the company toward selling more larger-screen
television sets and less smaller-screen sets. The picture
tubes for the smaller-screen television sets are manufac
tured by the company and have been costed using LIFO.
It is expected that the LIFO picture tube inventory pool
will decrease and this decrease would create a LIFO liq
uidation resulting in a poor matching of current costs with
current revenues. As a result, the company believes that
the FIFO method is preferable as it will provide a more
appropriate and consistent matching of costs against
revenues. This change in accounting had no material im
pact on quarterly results and as a result, quarterly infor
mation is not restated.
The effect of the change in accounting principle was to
reduce the net loss reported for 1996 by $2.7 million, or
$.04 per share. The change has been applied to prior
years by retroactively restating the financial statements.
The effect of this restatement was to increase retained
earnings as of January 1, 1994 by $9.1 million. The re
statement increased 1995 net income by $1.6 million, or
$.03 per share, and decreased 1994 net income by $.3
million, or $.01 per share.

Depreciation Method
REPORTOF INDEPENDENTAUDITORS
Board of Directors
Allegheny Teledyne Incorporated
We have audited the accompanying consolidated bal
ance sheets of Allegheny Teledyne Incorporated and
subsidiaries as of December 31, 1996 and 1995 and the
related consolidated statements of income, changes in
stockholders’ equity, and cash flows for each of the three
years in the period ended December 31, 1996. These fi
nancial statements are the responsibility of the Com
pany’s management. Our responsibility is to express an
opinion on these financial statements based on our
audit. We did not audit the 1995 and 1994 financial
statements of Teledyne, Inc., a wholly owned subsidiary,
which statements reflect total assets constituting 61.1%
of the related consolidated totals as of December 31,
1995, and total revenues constituting 63.1% and 68.9%
of the related consolidated totals for the years ended De
cember 31, 1995 and 1994, respectively. Those state
ments were audited by other auditors whose report
thereon dated January 13, 1996 has been furnished to
us, and our opinion, insofar as it relates to data included
for Teledyne, Inc., is based solely on the report of the
other auditors.
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We conducted our audit in accordance with generally
accepted auditing standards. Those standards require
that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are
free of material misstatement. An audit includes examin
ing, on a test basis, evidence supporting the amounts
and disclosures in the financial statements. An audit also
includes assessing the accounting principles used and
significant estimates made by management, as well as
evaluating the overall financial statement presentation.
We believe that our audit and the report of other auditors
provides a reasonable basis for our opinion.
In our opinion, based on our audit and the report of
other auditors, the financial statements referred to above
present fairly, in all material respects, the consolidated fi
nancial position of Allegheny Teledyne Incorporated at
December 31, 1996 and 1995, and the consolidated re
sults of its operations and its cash flows for each of the
three years in the period ended December 31, 1996, in
conformity with generally accepted accounting principles.
As discussed in Note 1 to the consolidated financial
statements, in 1996 the Company changed its method of
accounting for depreciation.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 1 (In Part): Summary of Significant Accounting
Policies
Property and Equipment
Property, plant and equipment are carried at cost. The
straight-line method of depreciation was adopted for all
property placed into service after July 1, 1996. For build
ings and equipment acquired prior to July 1, 1996, de
preciation is computed using a combination of acceler
ated and straight-line methods. The Company believes
the new method will more appropriately reflect its finan
cial results by better allocating costs of new property
over the useful lives of these assets. In addition, the new
method more closely conforms with that prevalent in the
industries in which the Company operates and with that
used by Allegheny Ludlum. The effect of this change on
net income for 1996 was not material.

Environmental Remediation Liabilities
REPORT OF INDEPENDENT ACCOUNTANTS
The Board of Directors and Shareholders
Hecla Mining Company
We have audited the accompanying consolidated bal
ance sheets of Hecla Mining Company and subsidiaries
as of December 31, 1996 and 1995, and the related con
solidated statements of operations, changes in share
holders’ equity and cash flows for each of the three years
in the period ended December 31, 1996. These financial
statements are the responsibility of the Company’s man
agement. Our responsibility is to express an opinion on
these financial statements based on our audits.

We conducted our audits in accordance with generally
accepted auditing standards. Those standards require
that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are
free of material misstatement. An audit includes examin
ing, on a test basis, evidence supporting the amounts
and disclosures in the financial statements. An audit also
includes assessing the accounting principles used and
significant estimates made by management, as well as
evaluating the overall financial statement presentation.
We believe that our audits provide a reasonable basis for
our opinion.
In our opinion, the financial statements referred to
above present fairly, in all material respects, the consoli
dated financial position of Hecla Mining Company and
subsidiaries as of December 31, 1996 and 1995, and the
results of their operations and their cash flows for each
of the three years in the period ended December 31,
1996, in conformity with generally accepted accounting
principles.
As discussed in Note 1 to the consolidated financial
statements, the Company changed its method of ac
counting for environmental remediation liabilities in 1996,
the impairment of long-lived assets in 1995, and its
method of accounting for investments in 1994.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 1 (In Part): Summary of Significant Accounting
Policies
H. Remediation of Mining Areas—The Company accrues
costs associated with environmental remediation obliga
tions when it is probable that such costs will be incurred
and they are reasonably estimable. Accruals for esti
mated losses from environmental remediation obligations
generally are recognized no later than completion of the
remedial feasibility study and are charged to provision for
closed operations and environmental matters. Costs of
future expenditures for environmental remediation are
not discounted to their present value; such costs are
based on management’s current estimate of amounts
that are expected to be incurred when the remediation
work is performed within current laws and regulations.
Recoveries of environmental remediation costs from
other parties are recorded as assets when their receipt is
deemed probable.
In October 1996, the American Institute of Certified
Public Accountants issued Statement of Position 96-1,
“Environmental Remediation Liabilities” (SOP 96-1). SOP
96-1 provides authoritative guidance with respect to spe
cific accounting issues that are present in the recogni
tion, measurement, display, and disclosure of
environmental remediation liabilities. The provisions of
SOP 96-1 are effective for fiscal years beginning after
December 15, 1996. The Company adopted the provi
sions of the SOP 96-1 during 1996. The adoption of the
provisions of SOP 96-1 had no material effect on the re
sults of operations or financial condition of the Company.
It is reasonably possible that, due to uncertainties as
sociated with defining the nature and extent of environ
mental contamination, application of laws and
regulations by regulatory authorities, and changes in re
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mediation technology, the ultimate cost of remediation
could change in the future. The Company periodically re
views its accrued liabilities for such remediation costs as
evidence becomes available indicating that its remedia
tion liability has changed.

ESOP
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held by an ESOP trust be considered outstanding for
voting and other Corporate purposes, but excluded from
weighted average outstanding shares in calculating
earnings per share. Adoption of this accounting method
resulted in a cumulative effect adjustment which reduced
net earnings for 1994 by $37 million, or $.17 per com
mon share assuming full dilution. For 1996, 1995 and
1994, the weighted average unallocated ESOP shares
excluded in calculating earnings per share totaled ap
proximately 9.1 million, 10.3 million and 11.5 million com
mon shares, respectively.

REPORT OF INDEPENDENT AUDITORS
Board of Directors and Stockholders
Lockheed Martin Corporation
We have audited the accompanying consolidated bal
ance sheet of Lockheed Martin Corporation as of De
cember 31, 1996 and 1995, and the related consolidated
statements of earnings, stockholders’ equity, and cash
flows for each of the three years in the period ended De
cember 31, 1996. These financial statements are the re
sponsibility of the Corporation’s management. Our re
sponsibility is to express an opinion on these financial
statements based on our audits.
We conducted our audits in accordance with generally
accepted auditing standards. Those standards require
that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are
free of material misstatement. An audit includes examin
ing, on a test basis, evidence supporting the amounts
and disclosures in the financial statements. An audit also
includes assessing the accounting principles used and
significant estimates made by management, as well as
evaluating the overall financial statement presentation.
We believe that our audits provide a reasonable basis for
our opinion.
In our opinion, the consolidated financial statements
referred to above present fairly, in all material respects,
the consolidated financial position of Lockheed Martin
Corporation at December 31, 1996 and 1995, and the
consolidated results of its operations and its cash flows
for each of the three years in the period ended Decem
ber 31, 1996, in conformity with generally accepted ac
counting principles.
The Corporation changed its method of accounting for
Employee Stock Ownership Plans effective January 1,
1994 as discussed in Note 1 to the consolidated financial
statements.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 1 (In Part): Summary of Significant Accounting
Policies
Accounting Changes
The Corporation elected to adopt, effective January 1,
1994, the American Institute of Certified Public Account
ants Statement of Position (SOP) No. 93-6, “Employers’
Accounting for Employee Stock Ownership Plans,” to ac
count for its Employee Stock Ownership Plans (ESOPs).
SOP No. 93-6 requires that unallocated common shares

Start-Up Costs
REPORT OF INDEPENDENTPUBLICACCOUNTANTS
To the Shareholders of International Paper Company;
We have audited the accompanying consolidated bal
ance sheets of International Paper Company and sub
sidiaries as of December 31, 1996 and 1995, and the re
lated consolidated statements of earnings, common
shareholders’ equity and cash flows for each of the three
years in the period ended December 31, 1996. These fi
nancial statements are the responsibility of the Com
pany’s management. Our responsibility is to express an
opinion on these financial statements based on our
audits.
We conducted our audits in accordance with generally
accepted auditing standards. Those standards require
that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are
free of material misstatement. An audit includes examin
ing, on a test basis, evidence supporting the amounts
and disclosures in the financial statements. An audit also
includes assessing the accounting principles used and
significant estimates made by management, as well as
evaluating the overall financial statement presentation.
We believe that our audits provide a reasonable basis for
our opinion.
In our opinion, the financial statements referred to
above present fairly, in all material respects, the financial
position of International Paper Company and subsidiar
ies as of December 31, 1996 and 1995, and the results
of their operations and their cash flows for each of the
three years in the period ended December 31, 1996 in
conformity with generally accepted accounting principles.
As explained in Note 19 to the financial statements, ef
fective January 1, 1994, the Company changed its
method of accounting for start-up costs.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 19. Start-Up Costs
Effective January 1, 1994, the Company changed its
method of accounting for start-up costs on major projects
to expense these costs as incurred. Prior to 1994, the
Company capitalized these costs and amortized them
over a five-year period. This change was made to in
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crease the focus on controlling costs associated with fa
cility start-ups.
The Company restated 1994 first-quarter results to re
cord a pre-tax charge of $125 million ($75 million after
taxes or $.30 per share) as the cumulative effect of an
accounting change. This change also decreased 1994
total costs and expenses by $17 million ($10 million after
taxes or $.04 per share).

EMPHASIS OF A MATTER
Paragraph 19 of Statement on Auditing Standards No.
58, as amended by SAS No. 79, states:
19. In any report on financial statements, the auditor
may emphasize a matter regarding the financial
statements. Such explanatory information should be
presented in a separate paragraph of the auditors’
report. Phrases such as “with the foregoing [follow
ing] explanation” should not be used in the opinion
paragraph if an emphasis paragraph is included in
the auditors’ report. Emphasis paragraphs are never
required; they may be added solely at the auditors’
discretion. Examples of matters the auditor may wish
to emphasize are—
• That the entity is a component of a larger busi
ness enterprise.
• That the entity has had significant transactions
with related parties.
• Unusually important subsequent events.
• Accounting matters, other than those involving a
change or changes in accounting principles, af
fecting the comparability of the financial state
ments with those of the preceding period.

We conducted our audits in accordance with generally
accepted auditing standards. Those standards require
that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are
free of material misstatement. An audit includes examin
ing on a test basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also in
cludes assessing the accounting principles used and sig
nificant estimates made by management, as well as
evaluating the overall financial statement presentation.
We believe that our audits provide a reasonable basis for
our opinion.
In our opinion, the consolidated financial statements
referred to above present fairly, in all material respects,
the consolidated financial position of Lone Star Indus
tries, Inc. and Consolidated Subsidiaries as of December
31, 1996 and 1995, and the consolidated results of their
operations and their cash flows for the years ended De
cember 31, 1996 and 1995, the nine months ended De
cember 31, 1994 and the three months ended March 31,
1994 in conformity with generally accepted accounting
principles. In addition, in our opinion, the financial state
ment schedule referred to above, when considered in re
lation to the basic financial statements taken as a whole,
presents fairly, in all material respects, the information
required to be included therein.
As discussed in Note 1, effective April 14, 1994, the
Company was reorganized under a plan confirmed by
the United States Bankruptcy Court for the Southern Dis
trict of New York and adopted a new basis of accounting
whereby all remaining assets and liabilities were ad
justed to their estimated fair values. Accordingly, the
consolidated financial statements for periods subsequent
to the reorganization are not comparable to the consoli
dated financial statements presented for prior periods.
NOTES TO FINANCIAL STATEMENTS

The auditors’ reports for 4 survey companies included
explanatory information emphasizing a matter regarding
the financial statements. All 4 disclosures concerned
fresh-start reporting. Examples of such disclosures fol
low.
REPORT OF INDEPENDENTACCOUNTANTS
To the Board of Directors and Shareholders
Lone Star Industries, Inc.
We have audited the consolidated balance sheets of
Lone Star Industries, Inc. and Consolidated Subsidiaries
(the “Company”) as of December 31, 1996 and 1995,
and the related consolidated statements of operations,
shareholders’ equity and cash flows for the years ended
December 31, 1996 and 1995, and the nine months
ended December 31, 1994 (post-confirmation), and the
three months ended March 31, 1994 (pre-confirmation).
We have also audited the Financial Statement Schedule
II included in this annual report on Form 10-K. These fi
nancial statements and financial statement schedule are
the responsibility of the Company’s management. Our
responsibility is to express an opinion on these financial
statements and financial statement schedule based on
our audits.

1 (In Part): Description of Operations and Significant
Accounting Policies
Basis of Presentation—The consolidated financial state
ments include the accounts of Lone Star Industries, Inc.
and all domestic and foreign subsidiaries. All intercom
pany transactions have been eliminated. Joint ventures
are accounted for using the equity method. Certain priorperiod amounts have been reclassified to conform with
current-period presentation.
On February 17, 1994, with the approval of all voting
classes of creditors and equity holders, the United States
Bankruptcy Court for the Southern District of New York
confirmed the Debtors Modified Amended Consolidated
Plan of Reorganization dated November 4, 1993 (as fur
ther modified on February 17, 1994) (the “plan”). On April
14, 1994 the plan became effective. For accounting pur
poses, the effective date of the plan is considered to be
March 31, 1994.
Upon emergence from its Chapter 11 proceedings, the
Company issued new common stock, warrants to pur
chase common stock and senior notes and created a
newly formed liquidating subsidiary, Rosebud Holdings
Inc., and subsidiaries (collectively “Rosebud”), which is
sued certain asset proceeds notes to be redeemed from
the proceeds of sales of non-core assets.

E m phasis O f A M atter

The Company adopted “fresh-start” reporting in ac
cordance with AICPA Statement of Position No. 90-7,
“Financial Reporting by Entities in Reorganization Under
the Bankruptcy Code” (“SOP No. 90-7"), as of March 31,
1994. The Company’s emergence from its Chapter 11
proceedings resulted in a new reporting entity with no re
tained earnings or accumulated deficit as of March 31,
1994. Accordingly, the Company’s consolidated financial
statements for periods prior to March 31, 1994 are not
comparable to consolidated financial statements pre
sented on or subsequent to March 31, 1994. A black line
has been drawn on the accompanying consolidated fi
nancial statements to distinguish between the-pre-reor
ganization and post-reorganization company.
REPORT OF INDEPENDENT AUDITORS
Board of Directors
Wang Laboratories, Inc.
We have audited the accompanying consolidated bal
ance sheets of Wang Laboratories, Inc. and subsidiaries
(the “Company”) as of June 30, 1996 and 1995, and the
related consolidated statements of operations, stock
holders’ equity and cash flows for the years ended June
30, 1996 and 1995, the nine months ended June 30,
1994, and the three months ended September 30, 1993.
These financial statements are the responsibility of the
Company’s management. Our responsibility is to express
an opinion on these financial statements based on our
audits.
We conducted our audits in accordance with generally
accepted auditing standards. Those standards require
that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are
free of material misstatement. An audit includes examin
ing, on a test basis, evidence supporting the amounts
and disclosures in the financial statements. An audit also
includes assessing the accounting principles used and
significant estimates made by management, as well as
evaluating the overall financial statement presentation.
We believe that our audits provide a reasonable basis for
our opinion.
As discussed in Note J to the consolidated financial
statements, the Company’s reorganization plan was con
firmed by the United States Bankruptcy Court on Sep
tember 21, 1993 and became effective on September
30, 1993. In accordance with the American Institute of
Certified Public Accountants Statement of Position No.
90-7, “Financial Reporting by Entities in Reorganization
Under the Bankruptcy Code,” the Company was required
to account for the reorganization using “Fresh-Start Re
porting.” Accordingly, all consolidated financial state
ments prior to September 30, 1993, are not comparable
to the consolidated financial statements for periods after
the implementation of fresh-start reporting.
In our opinion, the consolidated financial statements
referred to above present fairly, in all material respects,
the consolidated financial position of Wang Laboratories,
Inc. and subsidiaries at June 3 0 , 1996 and 1995, and the
consolidated results of their operations and their cash
flows for the years ended June 30, 1996 and 1995, the
nine months ended June 3 0 , 1994, and the three months
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ended September 30, 1993, in conformity with generally
accepted accounting principles.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note J (In Part): Fresh-Start Reporting
At a hearing on September 20, 1993, the Company’s Re
organization Plan under Chapter 11 was confirmed by
the United States Bankruptcy Court for the District of
Massachusetts (the “Court”). The formal confirmation or
der was entered on September 21, 1993, and became
effective on September 30, 1993 (the “Confirmation
Date”). The Reorganization Plan was consummated on
December 1 6, 1993 (the “Consummation Date”).
As a result of the confirmation of the Reorganization
Plan of Wang Laboratories, Inc., the Company’s prede
cessor Massachusetts corporation (the “Predecessor
Company”), the Company implemented fresh-start re
porting as of September 30, 1993. Under the provisions
of AICPA Statement of Position 90-7 (“SOP 90-7"), ’’Fi
nancial Reporting by Entities in Reorganization under the
Bankruptcy Code," the Company was required to adopt
fresh-start reporting upon emergence from Chapter 11
since the reorganization value (“approximate fair value”)
of the assets of the Company immediately before confir
mation of the Plan was less than the total of all post-peti
tion liabilities and allowed pre-petition claims, and
holders of the existing voting shares immediately before
the confirmation of the Plan would receive less than 50%
of the voting shares of the emerging Company.
The Company’s Consolidated Balance Sheet as of
June 30, 1996 and June 30, 1995 was prepared as if the
Company were a new reporting entity at September 30,
1993, and reflects certain reorganization adjustments
that include the restatement of assets and liabilities to
approximate fair value and the discharge of outstanding
liabilities relating to creditors’ claims against the Com
pany, which have been satisfied primarily by new com
mon stock. The Statement of Operations and the
Statement of Cash Flows for the year ended June 30,
1996, the year ended June 30, 1995 and the nine
months ended June 30, 1994 incorporate the effects of
fresh-start reporting. However, the Statement of Opera
tions and the Statement of Cash Flows for the three
months ended September 30, 1993 is based on histori
cal costs. Accordingly, the Company has presented the
Statement of Operations and Statement of Cash Flows
for the nine months ended June 30, 1994 and the three
months ended September 30, 1993, but has not pre
sented a Statement of Operations and Statement of
Cash Flows for the twelve months ended June 30, 1994.
A vertical line has been drawn on the accompanying fi
nancial statements to distinguish between the Reorgan
ized Company and the Predecessor Company.
Under the Reorganization Plan, 30 million shares of
the Company’s new Common Stock were to be distrib
uted to holders of unsecured claims against the Prede
cessor Company, including debenture holders. Of the
total shares to be distributed, approximately 20 million
shares were distributed as part of the initial distribution
and 7 million shares were distributed in March 1995 as a
second distribution. The balance of the shares, net of pe
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riodic distributions for allowed claims, remains in a dis
puted claims reserve and is held by a Disbursing Agent
appointed under the Reorganization Plan. The Common
Stock held in the disputed claims reserve may not be
voted until it has been distributed by the Disbursing
Agent. The initial and second distributions were based
on the then current amount of allowed unsecured claims
and estimated disputed unsecured claims, which were
approximately $938 million at the time of the initial distri
bution and $724 million at the second distribution. Addi
tional distributions are being made to holders of allowed
unsecured claims as either their claims are allowed, or
as disputed claims are disallowed. At the present time,
the Company estimates that the final allowed amount of
unsecured claims will be in the $700 million to $725 mil
lion range.

DEPARTURES FROM UNQUALIFIED
OPINIONS
Statement on Auditing Standards No. 58 does not re
quire auditors to express qualified opinions as to the ef
fects of uncertainties or as to lack of consistency. Under
SAS No. 58, departures from unqualified opinions in
clude opinions qualified because of a scope limitation or
a departure from generally accepted accounting princi
ples, adverse opinions, and disclaimers of opinion. Para
graphs 20-62 of SAS No. 58, as amended by SAS No.
79, discuss these departures. None of the auditors’ re
ports issued in connection with the financial statements
of the survey companies contained a departure as de
fined by SAS No. 58.

REPORTS ON COMPARATIVE FINANCIAL
STATEMENTS
Paragraphs 65-74 of Statement on Auditing Standards
No. 58, as amended by SAS No. 79, discuss Reports on
Comparative Financial Statements. None of the auditors’
reports for the survey companies expressed an opinion
on prior year financial statements different from the opin
ion previously expressed. Ten auditors’ reports indicated
that a change in auditors had occurred in either the cur
rent year or one of the two preceding years. Examples of
disclosures of changes in auditors follow.

P redecessor A uditors’ R eport Not Presented
INDEPENDENT AUDITORS’ REPORT
To the Board of Directors and Stockholders of Courier
Corporation:
We have audited the accompanying consolidated bal
ance sheet of Courier Corporation and its subsidiaries
(“the Company”) as of September 28, 1996 and the re
lated consolidated statements of income, cash flows and
changes in stockholders’ equity for the fiscal year then
ended. These financial statements are the responsibility
of the Company’s management. Our responsibility is to
express an opinion on these financial statements based
on our audit. The Company’s financial statements as of
September 30, 1995, and for each of the two years in the
period ended September 30, 1995 were audited by other
auditors whose report, dated November 9, 1995, ex
pressed an unqualified opinion on those statements and
included an explanatory paragraph concerning a change
in accounting for income taxes discussed in Note C to
the financial statements.
We conducted our audit in accordance with generally
accepted auditing standards. Those standards require
that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are
free of material misstatement. An audit includes examin
ing, on a test basis, evidence supporting the amounts
and disclosures in the financial statements. An audit also
includes assessing the accounting principles used and
significant estimates made by management, as well as
evaluating the overall financial statement presentation.
We believe that our audit provides a reasonable basis for
our opinion.
In our opinion, such fiscal 1996 financial statements
present fairly, in all material respects, the financial posi
tion of the Company as of September 28, 1996 and the
results of its operations and cash flows for the fiscal year
then ended in conformity with generally accepted ac
counting principles.

R eports O n C o m parative Financial Statem ents

INDEPENDENTACCOUNTANTS’ REPORT

To the Board of Directors and Stockholders of
Dover Corporation:
We have audited the accompanying consolidated bal
ance sheet of Dover Corporation and subsidiaries as of
December 31, 1996 and 1995, and the related consoli
dated statements of earnings, retained earnings, and
cash flows for each of the years then ended. These fi
nancial statements are the responsibility of the Com
pany’s management. Our responsibility is to express an
opinion on those financial statements based on our
audits. The consolidated financial statements of Dover
Corporation and subsidiaries as of December 31, 1994
were audited by other auditors whose report dated Feb
ruary 22, 1995, expressed an unqualified opinion on
those statements.
We conducted our audits in accordance with generally
accepted auditing standards. Those standards require
that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are
free of material misstatement. An audit includes examin
ing, on a test basis, evidence supporting the amounts
and disclosures in the financial statements. An audit also
includes assessing the accounting principles used and
significant estimates made by management, as well as
evaluating the overall financial statement presentation.
We believe that our audits provide a reasonable basis for
our opinion.
In our opinion, the 1996 and 1995 consolidated finan
cial statements referred to above present fairly, in all ma
terial respects, the financial position of Dover
Corporation and subsidiaries at December 31, 1996 and
1995, and the results of their operations and their cash
flows for each of the years then ended, in conformity with
generally accepted accounting principles.
REPORT OF INDEPENDENT AUDITORS
To the Shareholders and Board of Directors,
Sun Company, Inc.
We have audited the accompanying consolidated bal
ance sheet of Sun Company, Inc. and subsidiaries as of
December 31, 1996, and the related consolidated state
ments of operations, changes in shareholders’ equity
and cash flows for the year then ended. These financial
statements are the responsibility of the Company’s man
agement. Our responsibility is to express an opinion on
these financial statements based on our audit. The con
solidated balance sheet as of December 31, 1995 and
the consolidated statements of operations, changes in
shareholders’ equity and cash flows for each of the two
years in the period ended December 31, 1995 were
audited by other auditors whose report dated February
1 3 , 1996 (except for the restatement for discontinued op
erations as described in Note 2 for which the date is
February 13, 1997) expressed an unqualified opinion on
those financial statements and included an explanatory
paragraph that disclosed the changes in the Company’s
method of accounting for the impairment of long-lived as
sets in 1995 and its method of accounting for postem
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ployment benefits in 1994, discussed in Note 3 to these
financial statements.
We conducted our audit in accordance with generally
accepted auditing standards. Those standards require
that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are
free of material misstatement. An audit includes examin
ing, on a test basis, evidence supporting the amounts
and disclosures in the financial statements. An audit also
includes assessing the accounting principles used and
significant estimates made by management, as well as
evaluating the overall financial statement presentation.
We believe that our audit provides a reasonable basis for
our opinion.
In our opinion, the 1996 financial statements referred
to above present fairly, in all material respects, the con
solidated financial position of Sun Company, Inc. and
subsidiaries at December 31, 1996 and the consolidated
results of their operations and their cash flows for the
year then ended, in conformity with generally accepted
accounting principles.
INDEPENDENT AUDITORS’ REPORT
To the Board of Directors and Shareholders
of Westinghouse Electric Corporation
We have audited the accompanying consolidated bal
ance sheet of Westinghouse Electric Corporation and
subsidiaries as of December 31, 1996, and the related
consolidated statements of income and cash flows for
the year then ended. These consolidated financial state
ments are the responsibility of the Corporation’s man
agement. Our responsibility is to express an opinion on
these consolidated financial statements based on our
audit. The accompanying consolidated financial state
ments of Westinghouse Electric Corporation and subsidi
aries as of December 31, 1995, and for each of the
years in the two year period then ended, were audited by
other auditors whose report thereon dated February 12,
1996, except for the restatements for the discontinued
operations discussed in note 1, for which the dates are
March 31, 1996 and November 13, 1996, expressed an
unqualified opinion on those statements.
We conducted our audit in accordance with generally
accepted auditing standards. Those standards require
that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are
free of material misstatement. An audit includes examin
ing, on a test basis, evidence supporting the amounts
and disclosures in the financial statements. An audit also
includes assessing the accounting principles used and
significant estimates made by management, as well as
evaluating the overall financial statement presentation.
We believe that our audit provides a reasonable basis for
our opinion.
In our opinion, the 1996 consolidated financial state
ments referred to above present fairly, in all material re
spects, the financial position of Westinghouse Electric
Corporation and subsidiaries as of December 31, 1996,
and the results of their operations and their cash flows
for the year then ended, in conformity with generally ac
cepted accounting principles.
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OPINION EXPRESSED ON
SUPPLEMENTARY FINANCIAL
INFORMATION

To the Stockholders and Board of Directors
of Belding Heminway Company, Inc.

Table 6-5 shows that occasionally the auditors’ reports
issued in connection with the financial statements of the
survey companies express an opinion on supplementary
financial information to the basic financial statements.

TABLE 6-5: OPINION EXPRESSED ON
SUPPLEMENTARY FINANCIAL INFORMATION
Number of Companies
1996 1995 1994 1993
Financial statem ent schedules
Other ..........................................

24

29

1

1

32

34

—

—

INDEPENDENT AUDITORS’ REPORT
To the Stockholders and Board of Directors
ABM Industries Incorporated:
We have audited the accompanying consolidated bal
ance sheets of ABM Industries Incorporated and subsidi
aries as of October 31, 1995 and 1996, and the related
consolidated statements of income, stockholders’ equity,
and cash flows for each of the years in the three-year pe
riod ended October 31, 1996. In connection with our
audits of the consolidated financial statements, we also
have audited financial statement schedule II. These con
solidated financial statements and the financial state
ment schedule are the responsiblity of the Company’s
management. Our responsiblity is to express an opinion
on these consolidated financial statements and the finan
cial statement schedule based on our audits.
We conducted our audits in accordance with generally
accepted auditing standards. Those standards require
that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are
free of material misstatement. An audit includes examin
ing, on a test basis, evidence supporting the amounts
and disclosures in the financial statements. An audit also
includes assessing the accounting principles used and
significant estimates made by management, as well as
evaluating the overall financial statement presentation.
We believe that our audits provide a reasonable basis for
our opinion.
In our opinion, the consolidated financial statements
referred to above present fairly, in all material respects,
the financial position of ABM Industries Incorporated and
subsidiaries as of October 31, 1995 and 1996, and the
results of their operations and their cash flows for each
of the years in the three-year period ended October 31,
1996, in conformity with generally accepted accounting
principles. Also in our opinion, the related financial state
ment schedule II, when considered in relation to the ba
sic consolidated financial statements taken as a whole,
presents fairly, in all material respects, the information
set forth therein.

We have audited the accompanying consolidated bal
ance sheets of Belding Heminway Company, Inc. and
subsidiaries as of December 31, 1996 and 1995, and the
related consolidated statements of operations, cash
flows and stockholders’ equity for each of the three years
in the period ended December 31, 1996. These consoli
dated financial statements are the responsiblity of the
Company’s management. Our responsibility is to express
an opinion on these financial statements based on our
audits.
We conducted our audits in accordance with generally
accepted auditing standards. Those standards require
that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are
free of material misstatement. An audit includes examin
ing, on a test basis, evidence supporting the amounts
and disclosures in the financial statements. An audit also
includes assessing the accounting principles used and
significant estimates made by management, as well as
evaluating the overall financial statement presentation.
We believe that our audits provide a reasonable basis for
our opinion.
In our opinion, the financial statements referred to
above present fairly, in all material respects, the consoli
dated financial position of Belding Heminway Company,
Inc. and subsidiaries as of December 31, 1996 and
1995, and the results of their operations and their cash
flows and stockholders’ equity for each of the three years
in the period ended December 31, 1996 in conformity
with generally accepted accounting principles.
Our audits were made for the purpose of forming an
opinion on the basic financial statements taken as a
whole. The 1996, 1995 and 1994 schedules listed in the
index to financial statements and schedules are pre
sented for purposes of complying with the Securities and
Exchange Commission’s rules and are not part of the ba
sic financial statements. These 1996, 1995 and 1994
schedules have been subjected to the auditing proce
dures applied in the audits of the basic financial state
ments and, in our opinion, fairly state in all material
respects the financial data required to be set forth therein
in relation to the basic financial statements taken as a
whole.

DATING OF REPORT
Section 530 of Statement on Auditing Standards No. 1
discusses dating of the independent auditors’ report.
Paragraphs 1 and 5 of Section 530 state:
Generally, the date of completion of the fieldwork
should be used as the date of the independent audi
tors’ report. Paragraph .05 describes the procedure
to be followed when a subsequent event occurring
after the completion of the fieldwork is disclosed in
the financial statements.
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The independent auditor has two methods avail
able for dating his report when a subsequent event
disclosed in the financial statements occurs after
completion of his fieldwork but before issuance of
his report. He may use “dual dating,” for example,
“February 16, 19XX, except for Note X, as to which
the date is March 1, 19XX,” or he may date his re
port as of the later date. In the former instance, his
responsiblity for events occurring subsequent to the
completion of his fieldwork is limited to the specific
event referred to in the note (or otherwise dis
closed). In the latter instance, the independent audi
tors’ responsibility for subsequent events extends to
the date of his report and, accordingly, the proce
dures outlined in Section 560.12 generally should be
extended to that date.
Auditors’ reports for 48 survey companies used dual
dating. Examples of dual dating follow.
REPORT OF INDEPENDENT AUDITORS
The Board of Directors and Shareholders of
AMETEK, Inc.
We have audited the accompanying consolidated bal
ance sheets of AMETEK, Inc. as of December 31, 1996
and 1995, and the related consolidated statements of in
come, cash flows and stockholders’ equity for each of
the three years in the period ended December 31, 1996.
These financial statements are the responsibility of the
Company’s management. Our responsibility is to express
an opinion on these financial statements based on our
audits.
We conducted our audits in accordance with generally
accepted auditing standards. Those standards require
that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are
free of material misstatement. An audit includes examin
ing, on a test basis, evidence supporting the amounts
and disclosures in the financial statements. An audit also
includes assessing the accounting principles used and
significant estimates made by management, as well as
evaluating the overall financial statement presentation.
We believe that our audits provide a reasonable basis for
our opinion.
In our opinion, the consolidated financial statements
referred to above present fairly, in all material respects,
the consolidated financial position of AMETEK, Inc., at
December 31, 1996 and 1995, and the consolidated re
sults of its operations and its cash flows for each of the
three years in the period ended December 31, 1996, in
conformity with generally accepted accounting principles.
As discussed in Note 1 to the consolidated financial
statements, in 1994 the Company changed its method of
accounting for marketable securities.
January 2 2 , 1997,
except for Note 15, as to which the date is
February 5 , 1997

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
15. Subsequent Event
On February 5, 1997, the Company announced that it
had entered into an agreement and Plan of Merger (The
Merger”) whereby its water filtration business would be
merged with and into Culligan Water Technologies, Inc.
(“Culligan”) for a total purchase price to Culligan of ap
proximately $155 million. The Company’s water filtration
business consists of the Plymouth Products Division, a
U.S. operation, and three foreign subsidiaries: AMETEK
Filters Ltd., a U.K. subsidiary; APIC, S.A., a French sub
sidiary; and AFIMO, S.A.M., a Monaco subsidiary. For
1996, the water filtration business had approximately
$70 million in sales, $12 million in operating income, and
total assets of $40 million.
The purchase price less assumed debt is payable in
Culligan common stock valued at $37.50 per share. Fol
lowing the Merger, Culligan will assume between $25
million and $75 million of the Company’s debt. Based bn
the expected assumption of $25 million of the Com
pany’s debt, Culligan will distribute 3,466,667 shares of
its common stock to AMETEK’s shareholders, or .11
shares of Culligan stock for each outstanding share of
AMETEK common stock (based on shares outstanding
as of December 3 1 , 1996).
The Merger is subject to approval by the shareholders
and lenders of the Company and to certain other condi
tions, including the receipt of an Internal Revenue Serv
ice ruling that the Merger and stock distribution qualify as
a tax-free reorganization. It is presently expected that it
will take from four to six months from the aforementioned
date to complete the transaction.
REPORT OF INDEPENDENTAUDITORS
The Board of Directors
and Shareholders
Badger Meter, Inc.
We have audited the accompanying consolidated bal
ance sheets of Badger Meter, Inc. as of December 31,
1996 and 1995, and the related consolidated statements
of operations, shareholders’ equity, and cash flows for
each of the three years in the period ended December
31, 1996. These financial statements are the responsibil
ity of the company’s management. Our responsibility is
to express an opinion on these financial statements
based on our audits.
We conducted our audits in accordance with generally
accepted auditing standards. Those standards require
that we plan and perform the audits to obtain reasonable
assurance about whether the financial statements are
free of material misstatement. An audit includes examin
ing, on a test basis, evidence supporting the amounts
and disclosures in the financial statements. An audit also
includes assessing the accounting principles used and
significant estimates made by management, as well as
evaluating the overall financial statement presentation.
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We believe that our audits provide a reasonable basis for
our opinion.
In our opinion, the financial statements referred to
above present fairly, in all material respects, the consoli
dated financial position of Badger Meter, Inc. at Decem
ber 31, 1996 and 1995, and the consolidated results of
its operations and its cash flows for each of the three
years in the period ended December 31, 1996, in con
formity with generally accepted accounting principles.
January 2 9 , 1997,
except for the first paragraph
of Note 2, as to which the
date is February 1 4, 1997.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 2. Common Stock
On February 14, 1997, the Board of Directors declared a
two-for-one stock split on the company’s Common Stock
and Class B Common Stock effected in the form of a
100% stock dividend, payable on April 18, 1997, to
shareholders of record at the close of business on March
27, 1997. In this report, all per share amounts and num
bers of shares have been restated to reflect this stock
split. In addition, Common Stock, Class B Common
Stock and capital in excess of par value as of December
3 1 , 1996, have been restated to reflect this split.
Holders of Class B Common Stock are restricted in
their ability to transfer such shares although they may
convert their shares of Class B Common Stock into
shares of Common Stock at any time. Holders of Com
mon Stock are entitled to cash dividends per share equal
to 110% of all dividends declared and paid on each
share of the Class B Common Stock. Holders of Class B
Common Stock are entitled to ten votes per share on any
matters brought before the shareholders of the company
while holders of Common Stock are entitled to one vote
per share. Liquidation rights are the same for both
classes of stock.
INDEPENDENTAUDITORS’ REPORT
The Board of Directors and Stockholders of
Ceridian Corporation:
We have audited the accompanying consolidated bal
ance sheets of Ceridian Corporation and subsidiaries as
of December 3 1 , 1996 and 1995, and the related consoli
dated statements of operations and cash flows for each
of the years in the three-year period ended December
31, 1996. These consolidated financial statements are
the responsibility of the Company’s management. Our
responsibility is to express an opinion on these consoli
dated financial statements based on our audits. We did
not audit the balance sheet as of December 31, 1995
and related statements of operations and cash flows for
the years ended December 31, 1995 and 1994 of Com

data Holdings Corporation, a wholly-owned subsidiary,
which statements reflect total assets constituting 29 per
cent at December 31, 1995 and total revenues constitut
ing 21 percent in both 1995 and 1994 of the related con
solidated totals. Those statements were audited by other
auditors whose report has been furnished to us, and our
opinion, insofar as it relates to the balance sheet as of
December 3 1 , 1995 and related statements of operations
and cash flows for the years ended December 31, 1995
and 1994 for Comdata Holdings Corporation, is based
solely on the report of the other auditors.
We conducted our audits in accordance with generally
accepted auditing standards. Those standards require
that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are
free of material misstatement. An audit includes examin
ing, on a test basis, evidence supporting the amounts
and disclosures in the financial statements. An audit
also includes assessing the accounting principles used
and significant estimates made by management, as well
as evaluating the overall financial statement presenta
tion. We believe that our audits and the report of the
other auditors provide a reasonable basis for our opinion.
In our opinion, based on our audits and the report of
the other auditors, the consolidated financial statements
referred to above present fairly, in all material respects,
the financial position of Ceridian Corporation and sub
sidiaries as of December 31, 1996 and 1995, and the re
sults of their operations and their cash flows for each of
the years in the three-year period ended December 31,
1996, in conformity with generally accepted accounting
principles.
January 23, 1997, except as to Note N—Age Discrimina
tion Litigation, which is as of March 5 , 1997.
NOTES TO FINANCIAL STATEMENTS
(Dollars in millions, except per share data)
N (In Part): Legal Matters
Age Discrimination Litigation. On March 5, 1997, the
Company announced that it had agreed to settle lawsuits
brought by 313 former employees who were terminated
during the period 1987-1990, and who had filed suit
against Ceridian in U.S. District Court in Minnesota in
1990 alleging violations of the Age Discrimination in Em
ployment Act. Under an agreement in which Ceridian de
nied any wrongdoing, plaintiffs and their attorneys will be
paid $28.5, with $24.0 to be paid by Ceridian and $4.5 to
be paid by Control Data Systems, Inc. Ceridian expects
that the portion of its share of the settlement attributable
to employees of its former Imprimis Technology Incorpo
rated subsidiary will be recoverable from the purchaser
of that subsidiary. As to the remainder of Ceridian’s
share of the settlement, a portion will be covered by re
serves that had been established in June 1994 and the
balance is expected to reduce Ceridian’s first quarter
1997 earnings by approximately $0.15 per share.
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INDEPENDENT AUDITORS’ REPORT

The Board of Directors and Shareholders
International Multifoods Corporation:
We have audited the accompanying consolidated bal
ance sheets of International Multifoods Corporation and
subsidiaries as of February 29, 1996 and February 28,
1995, and the related consolidated statements of
operations and cash flows for each of the years in the
three-year period ended February 29, 1996. These con
solidated financial statements are the responsibility of
the Company’s management. Our responsibility is to ex
press an opinion on these consolidated financial state
ments based on our audits.
We conducted our audits in accordance with generally
accepted auditing standards. Those standards require
that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are
free of material misstatement. An audit includes examin
ing, on a test basis, evidence supporting the amounts
and disclosures in the financial statements. An audit also
includes assessing the accounting principles used and
significant estimates made by management, as well as
evaluating the overall financial statement presentation.
We believe that our audits provide a reasonable basis for
our opinion.
In our opinion, the consolidated financial statements
referred to above present fairly, in all material respects,
the financial position of International Multifoods Corpora
tion and subsidiaries as of February 29, 1996 and Febru
ary 2 8 , 1995, and the results of their operations and their
cash flows for each of the years in the three-year period
ended February 2 9 , 1996 in conformity with generally ac
cepted accounting principles.
April 9 , 1996, except as to
Note 18, which is as of
April 23, 1996
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 18: Business and Credit Concentrations
The Company’s Venezuelan operations had net assets
of $86 million at February 29, 1996 and accounted for
34% of fiscal 1996 consolidated operating earnings be
fore unusual items. The Company’s operations in Vene
zuela are subject to risks inherent in operating under a
different legal and political system along with a difficult
economic environment. The inflation rate in Venezuela
for fiscal 1996 was 73% and the local currency experi
enced significant devaluation, as measured by both the
official rate, under a foreign exchange control system,
and the free-market exchange rate. Effective April 22,
1996, the Venezuelan government removed the foreign
exchange controls and eliminated the official exchange
rate. At April 23, 1996, the free-market exchange rate
was 471 bolivars to the U.S. dollar compared to 478 boli
vars to the U.S. dollar at February 29, 1996. The Com

pany has implemented product pricing strategies and
manages its net monetary asset exposure in order to
mitigate currency risks. During fiscal 1996, the Company
also operated under price controls, which affected most
of the Venezuelan operations’ products. In addition, the
Company’s Venezuelan operations are dependent on
raw material imports for many of its products.
The Company’s food exporting business sells food
products to Russia. The Company’s continued ability to
do business in this region may be affected by political
events or the economic stability of that region.
REPORT OF INDEPENDENTPUBLIC ACCOUNTANTS
To the Stockholders and Board of Directors of LouisianaPacific Corporation:
We have audited the accompanying consolidated bal
ance sheets of Louisiana-Pacific Corporation and sub
sidiaries as of December 31, 1996 and 1995, and the re
lated consolidated statements of income, stockholders
equity and cash flows for each of the three years in the
period ended December 31, 1996. These financial state
ments are the responsibility of the Company’s manage
ment. Our responsibility is to express an opinion on
these financial statements based on our audits.
We conducted our audits in accordance with generally
accepted auditing standards. Those standards require
that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are
free of material misstatement. An audit includes examin
ing, on a test basis, evidence supporting the amounts
and disclosures in the financial statements. An audit also
includes assessing the accounting principles used and
significant estimates made by management, as well as
evaluating the overall financial statement presentation.
We believe that our audits provide a reasonable basis for
our opinion.
In our opinion, the financial statements referred to
above present fairly, in all material respects, the financial
position of Louisiana-Pacific Corporation and subsidiar
ies as of December 31, 1996 and 1995, and the results
of their operations and their cash flows for each of the
three years in the period ended December 31, 1996 in
conformity with generally accepted accounting principles.
January 31, 1997
(except with respect to the matter discussed under the
heading “Ketchikan Pulp Company Timber Contract” in
Note 11 as to which date is February 21, 1997)
NOTES TO FINANCIAL STATEMENTS
11 (In Part): Subsequent Events
Ketchikan Pulp Company Timber Contract
In February 1997, L-P’s Ketchikan Pulp Company (KPC)
subsidiary and the U.S. Government reached an agree
ment that will provide KPC’s two sawmills with timber to
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operate for three additional years. The government also
agreed to immediately pay KPC $135 million to settle
damage claims filed against the U.S. Forest Service
(USFS) and potentially another $5 million in 3 years if
KPC meets certain conditions. The Company plans to re
cord the settlement as an unusual item when the funds
are received. See Note entitled “Settlement Charges and
Other Unusual Items” and Management’s Discussion
and Analysis for a further discussion of the KPC contract
dispute.
REPORT OF INDEPENDENT AUDITORS
The Board of Directors and Stockholders
MagneTek, Inc.
We have audited the accompanying consolidated bal
ance sheets of MagneTek, Inc. as of June 30, 1996 and
1995, and the related consolidated statements of in
come, stockholders’ equity, and cash flows for each of
the three years in the period ended June 30, 1996.
These financial statements are the responsibility of the
Company’s management. Our responsibility is to express
an opinion on these financial statements based on our
audits.
We conducted our audits in accordance with generally
accepted auditing standards. Those standards require
that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are
free of material misstatement. An audit includes examin
ing, on a test basis, evidence supporting the amounts
and disclosures in the financial statements. An audit also
includes assessing the accounting principles used and
significant estimates made by management, as well as
evaluating the overall financial statement presentation.
We believe that our audits provide a reasonable basis for
our opinion.
In our opinion, the financial statements referred to
above present fairly, in all material respects, the consoli
dated financial position of MagneTek, Inc. at June 30,
1996 and 1995, and the consolidated results of its opera
tions and its cash flows for each of the three years in the
period ended June 30, 1996, in conformity with generally
accepted accounting principles.
As discussed in Note 2 to the financial statements, the
Company changed its method of accounting for the im
pairment of long lived assets and for long lived assets to
be disposed of in 1996.
August 20, 1996, except for the second paragraph of
Note 4, as to which the date is September 1 6 , 1996.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
4 (In Part): Long-Term Debt and Bank Borrowing
Arrangements
Bank Borrowing Arrangements
At June 30, 1996, the Company had an agreement with
a group of banks that have committed to lend up to
$200,000 under a revolving loan facility through Septem

ber 30, 1998. Under the agreement, as amended (the
“Bank Loan Agreement”), borrowings under the credit fa
cility bear interest at the banks’ prime lending rate plus
one percent or, at the Company’s option, the London In
terbank Offered Rate plus two and one quarter percent.
These rates may be reduced by up to one and one and
one-half percent, respectively, based upon the achieve
ment of certain debt to cash flow ratios. At June 30,
1996, borrowings under the Bank Loan Agreement bore
interest at a weighted average rate of approximately
7.8%. The Company is required to pay a commitment fee
of three-eighths of one percent on unused commitments.
Borrowings under the Bank Loan Agreements are col
lateralized by domestic accounts receivable and invento
ries and by stock of certain of the Company’s
subsidiaries. The Bank Loan Agreement contains certain
provisions and covenants which, among other things, re
strict the payment of cash dividends on common stock,
limit the amount of future indebtedness and require the
Company to maintain specified levels of net worth and
cash flow. Effective September 16, 1996, the Company
amended its Bank Loan Agreement, as a result of certain
covenant violations, to adjust covenants to reflect the im
pact of charges associated with the Company’s reposi
tioning program. As a result of the amendment, the
lending commitment under the Bank Loan Agreement
was reduced to $170,000 from $200,000. All other terms
and conditions remained substantially unchanged.
REPORT OF INDEPENDENTACCOUNTANTS
The Shareholders and Board of Directors
Micron Technology, Inc.
We have audited the accompanying consolidated bal
ance sheets of Micron Technology, Inc., and subsidiaries
as of August 29, 1996 and August 31, 1995, and the re
lated consolidated statements of operations, sharehold
ers’ equity and cash flows for each of the three years in
the period ended August 2 9 , 1996. These financial state
ments are the responsibility of the company’s manage
ment. Our responsibility is to express an opinion on
these financial statements based on our audits.
We conducted our audits in accordance with generally
accepted auditing standards. Those standards require
that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are
free of material misstatement. An audit includes examin
ing, on a test basis, evidence supporting the amounts
and disclosures in the financial statements. An audit also
includes assessing the accounting principles used and
significant estimates made by management, as well as
evaluating the overall financial statement presentation.
We believe that our audits provide a reasonable basis for
our opinion.
In our opinion, the financial statements referred to
above present fairly, in all material respects, the consoli
dated financial position of Micron Technology, Inc., and
subsidiaries as of August 29, 1996 and August 31, 1995,
and their consolidated results of operations and cash
flows for each of the three years in the period ended Au
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gust 29, 1996, in conformity with generally accepted ac
counting principles.
September 19, 1996, except as to the Stock Purchase
Plans Note to Consolidated Financial Statements the
date of which is September 3 0 , 1996
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Stock Purchase Plans (In Part)
On September 30, 1996, the Board of Directors ap
proved an option exchange program pursuant to which
employees with options having an exercise price in ex
cess of $30.00 per share under the Stock Plans may
elect to exchange such options for non statutory stock
options having 1) an exercise price equal to the average
closing price of the Company’s common stock for the five
business days preceding October 18, 1996, and 2) gen
erally the same terms and conditions, including vesting
and expiration terms, as the options surrendered. Op
tions to purchase 2.8 million shares of the Company’s
common stock under the 1985 Stock Option Plan are eli
gible for exchange for options issued under the Nonstatutory Stock Option Plan adopted by the Board of Di
rectors on September 30, 1996. Options to purchase
907,000 shares of the Company’s common stock are eli
gible for exchange under the 1994 Stock option Plan.
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2 (In Part): Discontinued Operations
On January 27, 1997, the corporation reached a defini
tive agreement to sell its automotive products business.
The sale price of the transaction, which excludes the
sale of the corporation’s Mexican affiliate, is approxi
mately $625 million, subject to final adjustment. Closing
is expected to occur early in the second quarter of 1997.
The corporation also intends to sell its interest in its
Mexican affiliate, which had been accounted for under
the equity method.
The results of the automotive businesses have been
reported separately as discontinued operations. Prior
year consolidated financial statements have been re
stated to present the automotive businesses as discon
tinued.

REPORTS OF AUDIT COMMITTEE AND
MANAGEMENT
Fourteen survey companies presented a Report of An
Audit Committee and 356 survey companies presented a
Report of Management. Examples of such reports follow.

REPORT OF INDEPENDENTAUDITORS
We have audited the accompanying consolidated bal
ance sheet of A.O. Smith Corporation as of December
31, 1996 and 1995 and the related consolidated state
ments of earnings and retained earnings and cash flows
for each of the three years in the period ended Decem
ber 3 1 , 1996. These financial statements are the respon
sibility of the corporation’s management. Our responsibil
ity is to express an opinion on these financial statements
based on our audits.
We conducted our audits in accordance with generally
accepted auditing standards. Those standards require
that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are
free of material misstatement. An audit includes examin
ing, on a test basis, evidence supporting the amounts
and disclosures in the financial statements. An audit also
includes assessing the accounting principles used and
significant estimates made by management, as well as
evaluating the overall financial statement presentation.
We believe that our audits provide a reasonable basis for
our opinion.
In our opinion, the financial statements referred to
above present fairly, in all material respects, the consoli
dated financial position of A.O. Smith Corporation at De
cember 31, 1996 and 1995, and the consolidated results
of its operations and its cash flows for each of the three
years in the period ended December 31, 1996, in con
formity with generally accepted accounting principles.
January 16, 1997, except for Note 2
as to which the date is January 27, 1997

Reports of A udit Com m ittee
DAYTON HUDSON CORPORATION
REPORT OF AUDIT COMMITTEE
The Audit Committee met three times during fiscal 1996
to review the overall audit scope, plans for internal and
independent audits, the Corporation’s systems of internal
control, emerging accounting issues, officer and director
expenses, audit fees and retirement plans. The Commit
tee also met individually with the internal auditors and in
dependent auditors, without management present, to
discuss the results of their audits. The Committee en
courages the internal and independent auditors to com
municate closely with the Committee.
Audit Committee results were reported to the full Board
of Directors, and the Corporation’s annual financial state
ments were reviewed and approved by the Board of Di
rectors before issuance. The Audit Committee also
recommended to the Board of Directors that the
independent auditors be reappointed for fiscal 1997,
subject to the approval of the shareholders at the annual
meeting.
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GENERAL MILLS, INC.
REPORT OF THE AUDIT COMMITTEE
The Audit Committee of the Board of Directors is com
posed of six outside directors. Its primary function is to
oversee the Company’s system of internal controls, fi
nancial reporting practices and audits to ensure that their
quality, integrity and objectivity are sufficient to protect
stockholder interests.
The Audit Committee met twice during fiscal 1996 to
review the overall audit scope, plans and results of the
internal auditors and independent auditors, the Com
pany’s internal controls, emerging accounting issues, of
ficer and director expenses, audit fees, goodwill and
other intangible values, and the audits of the pension
plans. The Committee also met separately without man
agement present and with the independent auditors to
discuss the audit. Subsequent to the end of fiscal 1996,
an additional meeting was held to review the results of
the audit. The Committee also reviewed the company’s
annual financial statements and, acting with other Board
members, approved them before issuance. Audit Com
mittee meeting results were reported to the full Board of
Directors. The Audit Committee recommended to the
Board that KPMG Peat Marwick LLP be reappointed for
fiscal 1997, subject to the approval of stockholders at the
annual meeting.
The Audit Committee is satisfied that the internal con
trol system is adequate and that the stockholders of
General Mills are protected by appropriate accounting
and auditing procedures.
Chairman, Audit Committee

Reports Of Management
AMP INCORPORATED
STATEMENT OF MANAGEMENT RESPONSIBILITY
The financial statements and other financial information
contained in this Annual Report are the responsibility of
management. They have been prepared in accordance
with generally accepted accounting principles applied on
a materially consistent basis and are deemed to present
fairly the consolidated financial position of AMP Incorpo
rated and subsidiaries, and the consolidated results of
their operations. Where necessary, management has
made informed judgments and estimates of the outcome
of events and transactions, with due consideration given
to materiality.

As a means of fulfilling its responsibility for the integrity
of financial information included in this Annual Report,
management relies on the Company’s system of internal
controls. This system has been established to ensure,
within reasonable limits, that assets are safeguarded,
that transactions are properly recorded and executed in
accordance with management’s authorization and that
the accounting records provide a solid foundation from
which to prepare the financial statements. It is recog
nized that no system of internal controls can detect and
prevent all errors and irregularities. Management be
lieves that the established system provides an accept
able balance between benefits to be gained and their
related costs.
It has always been the policy and practice of the Com
pany to conduct its affairs ethically and in a socially re
sponsible manner. Employee awareness of these
objectives is achieved through regular and continuing
key written policy statements. Management maintains a
systematic program to ensure compliance with these
policies.
As part of their audit of the financial statements, the
Company’s independent public accountants review and
assess the effectiveness of selected internal accounting
controls to establish a basis for reliance thereon in deter
mining the nature, timing and extent of audit tests to be
applied. In addition, the Company maintains a staff of in
ternal auditors who work with the independent public ac
countants to ensure adequate auditing coverage of the
Company and who conduct operational audits of their
own design. Management emphasizes the need for con
structive recommendations as part of the auditing proc
ess and implements a high proportion of their
suggestions.
The Audit Committee of the Board of Directors meets
with the independent public accountants, internal audi
tors and management periodically to review their respec
tive activities and the discharge of each of their
responsibilities. Both the independent public accountants
and the internal auditors have free access to the Audit
Committee, with or without management, to discuss the
scope of their audits and the adequacy of the system of
internal controls.

R eports O f A udit C om m ittee And M a n a g e m e n t

DRESSER INDUSTRIES, INC.
REPORT OF MANAGEMENT
The consolidated financial statements of Dresser Indus
tries, Inc. and subsidiaries have been prepared by man
agement and have been audited by independent ac
countants. The management of the Company is
responsible for the financial information and repre
sentations contained in the financial statements and
other sections of this report. Management believes that
the financial statements have been prepared in conform
ity with generally accepted accounting principles appro
priate under the circumstances to reflect, in all material
respects, the substance of events and transactions that
should be included. In preparing the consolidated finan
cial statements, it is necessary that management make
informed estimates and judgments based on currently
available information of the effects of certain events and
transactions.
In meeting its responsibility for the reliability of the con
solidated financial statements, management depends on
the Company’s internal control structure. This internal
control structure is designed to provide reasonable as
surance that assets are safeguarded and transactions
are executed in accordance with management’s authori
zation and are properly recorded. In designing control
procedures, management recognizes that errors or ir
regularities may occur. Also, estimates and judgments
are required to assess and balance the relative cost and
expected benefits of the controls. Management believes
that the Company’s internal control structure provides
reasonable assurance that errors or irregularities that
could be material to the consolidated financial state
ments are prevented or would be detected within a
timely period by employees in the normal course of per
forming their assigned functions.
The Board of Directors fulfills its oversight role for the
accompanying consolidated financial statements through
its Audit and Finance Committee, which is composed
solely of directors who are not officers or employees of
the Company. The Committee meets with management,
the Independent accountants and the internal auditors to
review the work of each and to monitor the discharge by
each of its responsibilities. The Committee also meets
with the independent accountants and internal auditors,
without management present, to discuss internal control
structure, auditing and financial reporting matters.
Vice President and Chief Financial Officer
Controller
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GEORGIA-PACIFIC CORPORATION
REPORT ON MANAGEMENTS RESPONSIBILITIES
Management of Georgia-Pacific Corporation is responsi
ble for the preparation, integrity and fair presentation of
the consolidated financial statements and the estimates
and judgments upon which certain amounts in the finan
cial statements are based. Management is also responsi
ble for preparing the other financial information included
in this annual report. In our opinion, the financial state
ments on the preceding pages have been prepared in
conformity with generally accepted accounting principles,
and the other financial information in this annual report is
consistent with the financial statements.
Management is also responsible for establishing and
maintaining a system of internal control over financial re
porting, which encompasses policies, procedures and
controls directly related to, and designed to provide rea
sonable assurance as to, the reliability of the published
financial statements. An independent assessment of the
system is performed by the Corporation’s internal audit
staff in order to confirm that the system is adequate and
operating effectively. The Corporation’s independent
public accountants also consider certain elements of the
internal control system in order to determine their audit
ing procedures for the purpose of expressing an opinion
on the financial statements. Management has consid
ered any significant recommendations regarding the in
ternal control system which have been brought to its
attention by the internal audit staff or independent public
accountants and has taken steps it deems appropriate to
maintain a cost-effective internal control system. The
Audit Committee of the Board of Directors, consisting of
independent directors, provides oversight to the financial
reporting process. The Corporation’s internal auditors
and independent public accountants meet regularly with
the Audit Committee to discuss financial reporting and in
ternal control issues and have full and free access to the
Audit Committee.
There are inherent limitations in the effectiveness of
any system of internal control, including the possibility of
human error and the circumvention or overriding of con
trols. Accordingly, even an effective internal control sys
tem can provide only reasonable assurance with respect
to financial statement preparation. Furthermore, the ef
fectiveness of an internal control system can vary over
time due to changes in conditions.
Management believes that as of December 31, 1996,
the internal control system over financial reporting is
adequate and effective in all material respects.
Vice President and Controller
Executive Vice President-Finance
and Chief Financial Officer
Chairman, Chief Executive Officer and President
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GIANT FOOD INC.
REPORT OF MANAGEMENT
Management has prepared the financial statements and
other data included in this annual report and has primary
responsibility for the integrity and objectivity of the finan
cial information. The financial statements contained
herein have been prepared in conformity with generally
accepted accounting principles, applying certain esti
mates and judgments as required.
The Company maintains a control structure to provide
reasonable assurance that the books and records reflect
the authorized transactions of the Company. Limitations
exist in any control structure based on the recognition
that the cost of the structure should not exceed the bene
fits derived. The Company believes its control structure,
augmented by its internal auditing function, appropriately
balances the cost/benefit relationship.
The independent accountants provide an objective as
sessment of the degree to which management meets its
responsibility for fairness of financial reporting. They
regularly evaluate the control structure and perform such
tests and other procedures as they deem necessary to
reach and express an opinion on the fairness of the fi
nancial statements.
The Board of Directors pursues its responsiblity for the
Company’s financial statements through its Audit Com
mittee, which is comprised solely of directors who are not
officers or employees of the Company. The Audit Com
mittee meets periodically with the independent account
ants, management and the internal auditors. The
independent accountants have direct access to the Audit
Committee, with or without the presence of management
representatives, to discuss the scope and results of their
audit work and their comments on the adequacy of the
control structure and the quality of financial reporting.
We believe that these policies and procedures provide
reasonable assurance that our operations are conducted
in conformity with the law and with a high standard of
business conduct.
President and
Chief Executive Officer
Secretary, Treasurer and
Senior Vice President-Finance

H.J. HEINZ COMPANY
RESPONSIBILITYFOR FINANCIAL STATEMENTS
Management of HJ. Heinz Company is responsible for
the preparation of the financial statements and other in
formation included in this annual report. The financial
statements have been prepared in conformity with gener
ally accepted accounting principles, incorporating
management’s best estimates and judgments, where
applicable.
Management believes that the company’s internal con
trol systems provide reasonable assurance that assets
are safeguarded, transactions are recorded and reported
appropriately, and policies are followed. The concept of
reasonable assurance recognizes that the cost of a con
trol procedure should not exceed the expected benefits.
Management believes that its systems provide this ap
propriate balance. An important element of the com
pany’s control systems is the ongoing program to
promote control consciousness throughout the organiza
tion. Management’s commitment to this program is em
phasized through written policies and procedures
(including a code of conduct), an effective internal audit
function and a qualified financial staff.
The company engages independent public account
ants who are responsible for performing an independent
audit of the financial statements. Their report, which ap
pears herein, is based on obtaining an understanding of
the company’s accounting systems and procedures and
testing them as they deem necessary.
The company’s Audit Committee is composed entirely
of outside directors. The Audit Committee meets regu
larly, and when appropriate separately, with the inde
pendent public accountants, the internal auditors and
financial management to review the work of each and to
satisfy itself that each is discharging its responsibilities
properly. Both the independent public accountants and
the internal auditors have unrestricted access to the
Audit Committee.
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Appendix of 600 Companies

List of 600 Companies on Which Tabulations Are Based
(In this edition, companies have been assigned the same number as in the Fiftieth (1996) edition. 36 companies in
the 1996 edition have been eliminated and their numbers left unused. These 36 companies were replaced by a
company included in a prior edition but not the 1996 edition, and 35 companies not previously included in any prior
editions. Companies numbered out of alphabetical order are shown in italics and have been given an additional listing in
alphabetical order).

Co. No.

6

7
9
10

16
17
18

20

23
24
25
26
28
29
30
33
35
39
41
42
43
44
45

*Month
in which
fiscal year
ends

ABM Industries Incorporated—see 30
ADVO, Inc.—see 861
AGCO Corporation—see 862
AMETEK, Inc..................................................... 12
AMP Incorporated............................................. 12
ASARCO Incorporated.................................... 12
AT & T Corp.—see 43
Abbott Laboratories........................................... 12
Acme Metals Incorporated—see 651
Advanced Micro Devices, Inc.—see 652
Air Products and Chemicals, Inc.......................... 9
Alberto-Culver Company—see 601
Albertson’s, Inc...................................................... 1
Alco Standard Corporation................................. 9
Allegheny Teledyne Incorporated—see 776
Allen Telecom Inc.—see 602
Allergan, Inc.—see 796
Alliant Techsystems Inc.—see 777
12
3
Alumax Inc.—see 817
12
8
Amdahl Corporation—see 603
12
12
12
10
2
12
12
12
1
American Stores Company
12
11
Amgen Inc.—see 841
12

Co. No.

46
48
51
52
53
54
56
57
59
60
64

65
66
67
68
70
71

74
75
78
79

*Month
in which
fiscal year
ends

Ampco-Pittsburgh Corporation.......................... 12
Amphenol Corporation—see 842
Anacomp, Inc.—see 696
7
Analogic Corporation....................
12
Anheuser-Busch Companies, Inc..
9
Apple Computer, Inc......................
Applied Materials, Inc.—see 863
6
Archer Daniels Midland Company.
12
Arden Group, Inc...........................
12
Armco Inc.......................................
12
Armstrong World Industries, Inc...
Arrow Electronics, Inc.—see 844
12
Arvin Industries, Inc.......................
9
Ashland Inc....................................
12
Atlantic Richfield Company..........
Atmel Corporation—see 864
Ault Incorporated—see 738
Automatic Data Processing, inc.—see 865
Avery Dennison Corporation—see 604
Avnet, Inc....................................................... . . . 6
Avon Products, Inc......................................... . . 12
BE Aerospace, Inc.—see 866
BMC Industries, Inc....................................... . . 12
Badger Meter, Inc.......................................... . . 12
Baker Hughes Incorporated.......................... . .. 9
Baldor Electric Company—see 778
Ball Corporation............................................. . . 12
Banta Corporation—see 806
C.R. Bard, inc.—see 845
Barnes Group Inc.—see 605
Bassett Furniture industries.
Incorporated—see 606
Bausch & Lomb Incorporated...................... . . 12
Baxter International Inc.................................. . . 12
Beckman Instruments, Inc.—see 846
Becton, Dickinson and Company.................. . . . 9
Belding Heminway Company, Inc.................. . . 12
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Co. No.
81
82
83
85
87
88
90
91
93
94
96
97
98
99
102
105
106
107
108
110
112
113
115

117
121
124
126
127

130
131
132
133
135
137

*Month
in which
fiscal year
ends

Bemis Company, Inc.......................................... 12
Bergen Brunswig Corporation............................... 9
Bethlehem Steel Corporation............................ 12
BetzDearborn Inc.—see 698
Binks Manufacturing Company—see 739
The Black & Decker Corporation...................... 12
Blount International Inc.—see 699
The Boeing Com pany....................................... 12
Boise Cascade Corporation............................... 12
Borg-Warner Security Corporation....................... 12
Boston Scientific Corporation—see 867
Bowater Incorporated—see 607
Bowne & Co., Inc.................................................. 10
Briggs & Stratton Corporation............................... 6
Bristol-Myers Squibb Company........................ 12
Brown & Sharpe Manufacturing Company........ 12
Brown-Forman Corporation—see 657
Brown Group, Inc.................................................. 1
Browning-Ferris Industries, Inc............................... 9
Brunswick Corporation....................................... 12
Burlington Industries, Inc.—see 818
Burlington Resources Inc.—see 700
Unisys Corporation.......................
12
CLARCOR Inc.—see 658
CMI Corporation................................................. 12
CPC International Inc............................................ 12
C S P Inc................................................................... 8
CTS Corporation—see 701
CVS Corporation—see 372
Cabot Corporation................................................. 9
CalMat Co.—see 608
Campbell Soup Company....................................7
Carpenter Technology Corporation—see 610
Dole Food Company, Inc...................................... 12
Caterpillar Inc..................................................... 12
Ekco Group, Inc. . ............................................ 12
Centex Corporation—see 836
Central Sprinkler Corporation—see 819
Ceridian Corporation—see 145
Champion Enterprises, Inc.—see 740
Champion International Corporation............... 12
Chesapeake Corporation—see 659
Chevron Corporation....................................... 12
Chiquita Brands International, Inc.—see 557
Chock Full o’Nuts Corporation..............................7
Chrysler Corporation......................................... 12
Cincinnati Milacron Inc..........................................12
Circuit City Stores, Inc.—see 868
Cisco Systems, Inc.—see 869
Liz Claiborne, Inc.—see 611
Cleveland-Cliffs Inc............................................. 12
The Clorox Company............................................ 6
The Coastal Corporation................................... 12
The Coca-Cola Company................................... 12
Coca-Cola Enterprises Inc.—see 660
Coherent, Inc.—see 742
Colgate-Palmolive Company........................... 12
Collins Industries, Inc...........................................10
Coltec Industries Inc.—see 847

Co. No.

*Month
in which
fiscal year
ends

140 Commercial Metals Company............................ 8
Compaq Computer Corporation—see 661
Computer Sciences Corporation—see 848
142 ConAgra, Inc...........................................................5
143 Concord Fabrics Inc................................................8
144 Consolidated Papers, Inc................................... 12
145 Ceridian Corporation........................................ 12
146 Cooper Industries, Inc........................................ 12
Cooper Tire & Rubber Company—see 849
147 Adolph Coors Company.................................... 12
149 Corning Incorporated......................................... 12
150 Courier Corporation.............................................. 9
152 Crane Co............................................................ 12
153 Crown Central Petroleum Corporation.............. 12
154 Crown Cork & Seal Company, Inc..................... 12
157 Cummins Engine Company, Inc........................... 12
158 Curtiss-Wright Corporation................................ 12
Cyprus Amax Minerals Company—see 662
DIMON Incorporated—see 782
160 DSC Communications Corporation.................. 12
161 Dana Corporation.............................................. 12
Danaher Corporation—see 664
163 Data General Corporation.................................... 9
165 Dayton Hudson Corporation................................ 1
166 Dean Foods Company.......................................... 5
167 Deere & Company............................................. 10
168 Deluxe Corporation........................................... 12
Dep Corporation—see 743
Detroit Diesel Corporation—see 821
The Dexter Corporation—see 798
The Dial Corporation—see 257
173 Digital Equipment Corporation...............................6
Dillard Department Stores, Inc.—see 850
174 The Walt Disney Company.................................... 9
Dixie Yarns, Inc.—see 665
Dole Food Company, Inc.—see 112
Donaldson Company, Inc.—see 744
175 R. R. Donnelley & Sons Company.................... 12
176 Dover Corporation............................................. 12
177 The Dow Chemical Company............................ 12
178 Dow Jones & Company, Inc................................. 12
180 Dravo Corporation............................................ 12
181 Dresser Industries, Inc.......................................... 10
182 The Dun & Bradstreet Corporation.................... 12
184 E.l. duPont de Nemours and Company............ 12
Duracell International Inc.—see 799
Durakon Industries, Inc.—see 870
The Duriron Company, Inc.—see 666
186 Dynamics Corporation of America....................... 12
187 EG&G, Inc.......................................................... 12
ERLY Industries Inc.—see 746
190 The Eastern Company....................................... 12
Eastman Chemical Company—see 871
191 Eastman Kodak Company................................ 12
192 Eaton Corporation............................................. 12
193 Echlin Inc................................................................ 8
Ecolab Inc.—see 617
Ekco Group, Inc.—see 115
194 Elcor Corporation............................................
6
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Co. No.

*Month
in which
fiscal year
ends

195 Emerson Electric Co........................................... 9
198 Engelhard Corporation..........................
12
The Estee Lauder Companies, Inc.—see 872
199 Ethyl Corporation............................................. 12
Exide Corporation—see 873
202 Exxon Corporation............................................. 12
FINA, Inc.—see 39
203 FMC Corporation............................................... 12
The Fairchild Corporation—see 656
205 Fansteel Inc....................................................... 12
Farr Company—see 705
206 Fedders Corporation........................................... 8
208 Federal-Mogul Corporation.............................. 12
Federal Screw Works—see 747
209 Federated Department Stores, Inc...................... 1
Ferro Corporation—see 800
Fieldcrest Cannon, Inc.—see 619
Figgie International Inc.—see 706
First Brands Corporation—see 783
First Data Corporation—see 851
212 Fleetwood Enterprises, Inc.................................. 4
213 Fleming Companies, Inc.................................... 12
214 Flowers Industries, Inc......................................... 6
215 Fluke Corporation............................................... 4
216 Fluor Corporation............................................... 10
219 Ford Motor Company........................................ 12
L.B. Foster Company—see 669
221 Foster Wheeler Corporation............................ 12
FoxMeyer Health Corporation—see 396
222 Freeport-McMoRan Inc...................................... 12
Fruit of the Loom, Inc.—see 670
H.B. Fuller Company—see 621
Furniture Brands International, Inc.—see 296
Furon Company—see 823
227 GTI Corporation................................................. 12
228 Gannett Co., Inc................................................. 12
Garan, Incorporated—see 671
Gateway 2000, Inc.—see 874
230 GenCorp Inc....................................................... 11
231 Harcourt General, Inc........................................ 10
232 General Dynamics Corporation........................ 12
233 General Electric Company................................ 12
235 General Host Corporation................................... 1
236 General Instrument Corporation...................... 12
237 General Mills, Inc................................................. 5
238 General Motors Corporation............................ 12
240 General Signal Corporation.............................. 12
Geneva Steel Company—see 875
242 Genuine Parts Company................................... 12
Georgia Gulf Corporation—see 748
243 Georgia-Pacific Corporation............................ 12
245 Giant Food Inc..................................................... 2
246 The Gillette Company....................................... 12
247 Golden Enterprises, Inc....................................... 5
248 The BFGoodrich Company.............................. 12
249 The Goodyear Tire & Rubber Company.......... 12
251 Goulds Pumps, Incorporated......................
12
252 W.R. Grace & Co............................................... 12
253 W.W. Grainger, Inc............................................ 12

Co. No.
254
256
257
259
263
264
266
267

268
269
270
271
273
275
276
277
278
280
281
282
283
285
286
287
288
291
292
293
294
295
296
297
298

299
301
302
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*Month
in which
fiscal year
ends

The Great Atlantic & Pacific Tea
Company, Inc................................................... 2
Greif Bros. Corporation..................................... 10
The Dial Corporation......................................... 12
Guilford Mills, Inc........................................
9
Gulfstream Aerospace Corporation—see 876
HON Industries Inc............................................. 12
Halliburton Company......................................... 12
Hampton Industries, Inc..................................... 12
Handy & Harman..........................................
12
M.A. Hanna Company—see 672
Hannaford Bros. Co.—see 877
Harcourt General, Inc.—see 231
Harley-Davidson, Inc.—see 673
Harmon Industries, Inc.—see 475
Harnischfeger Industries, Inc............................. 10
Harrah’s Entertainment, Inc.—see 829
Harris Corporation............................................... 6
Harsco Corporation........................................... 12
Hartmarx Corporation....................................... 11
Hasbro, Inc.—see 623
Hecla Mining Company.................................... 12
H.J. Heinz Company........................................... 4
Hercules Incorporated....................................... 12
Hershey Foods Corporation............................... 12
Hewlett-Packard Company............................... 10
Hillenbrand Industries, Inc.—see 624
Homasote Company......................................... 12
Honeywell Inc..................................................... 12
Hormel Foods Corporation............................... 10
Hudson Foods, Inc.—see 852
Hughes Supply, Inc.............................................. 1
Humana Inc........................................................ 12
Hunt Manufacturing Co...................................... 11
Hurco Companies, Inc....................................... 10
Hyde Athletic Industries, Inc.—see 675
IBP, Inc.—see 751
Whitman Corporation......................................... 12
IMC Global, Inc.—see 752
ITT Corporation................................................. 12
Illinois Tool Works Inc.—see 625
Imo Industries Inc.—see 785
Ingersoll-Rand Company................................... 12
Inland Steel Industries, Inc................................ 12
Insilco Corporation............................................. 12
Intel Corporation............................................... 12
Furniture Brands International, Inc................... 12
Interface, Inc.—see 753
Intergraph Corporation—see 801
The Interlake Corporation................................ 12
International Business Machines
Corporation................................................... 12
international Flavors & Fragrances
Inc.—see 627
Navistar International Corporation.................... 10
International Multifoods Corporation.................. 2
International Paper Company.......................... 12
The Interpublic Group of Companies,
Inc.—see 837
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*Month
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303 Interstate Bakeries Corporation........................
305 JLG Industries, Inc.............................................
Jacobs Engineering Group inc.—see 754
307 James River Corporation of Virginia..................
Jefferson Smurfit Corporation—see 628
308 Johnson & Johnson...........................................
309 Johnson Controls, Inc.........................................
Jones Apparel Group, Inc.—see 878
312 Jostens Inc.........................................................
Juno Lighting, Inc.—see 712
314 Kmart Corporation.............................................
Kaman Corporation—see 629
317 Kellogg Company...............................................
Kellwood Company—see 838
318 Kelly Services, Inc..............................................
320 Kerr-McGee Corporation..................................
Kimball International, Inc.—see 853
324 Kimberly-Clark Corporation..............................
Kmart Corporation—see 314
326 Knape & Vogt Manufacturing Company............
327 Knight-Ridder, Inc...............................................
329 The Kroger Co....................................................
K2 Inc.—see 737
330 Kuhlman Corporation.........................................
LADD Furniture, Inc.—see 755
331 The LTV Corporation........................................
La-Z-Boy Chair Company—see 879
332 LaBarge, Inc.......................................................
333 Laclede Steel Company....................................
Lafarge Corporation—see 678
Lam Research Corporation—see 880
The Lamson & Sessions Co.—see 713
Lance, Inc.—see 854
336 Lee Enterprises, Incorporated..........................
337 Leggett & Platt, Incorporated............................
338 TRINOVA Corporation.......................................
339 Eli Lilly and Company........................................
340 Litton Industries, Inc...........................................
341 Lockheed Martin Corporation............................
342 Lone Star Industries, Inc....................................
343 The Louisiana Land and Exploration
Company.......................................................
Louisiana-Pacific Corporation—see 824
344 Lowe’s Companies, Inc......................................
345 The Lubrizol Corporation..................................
Lufkin Industries, Inc.—see 714
347 Lukens Inc..........................................................
348 Lynch Corporation.............................................
Lyondell Petrochemical Company—see 757
350 MAPCO Inc.........................................................
MagneTek, Inc.—see 758
Mallinckrodt Group Inc.—see 881
Manpower Inc.—see 855
357 Schuller Corporation...........................................
Mark IV Industries, Inc.—see 759
358 Marriott International, Inc...................................
360 Masco Corporation.............................................
361 Mattel, Inc...........................................................
Maxxam Inc.—see 760

. 5
. 7
12
12
. 9
. 6
. 1
12
12
12

Co. No.
362
363
364
365
366
367
368
369
370
371
372
373
374
375

12
. 6
12
12

377
379

12

380

12
. 6
12

. 9
12
12
12
. 7
12
12

383
385
386
389
390

396
397
398
399
400

12
. 1
12

401
402
403
405

12
12
12

12
12
12
12

407
408
409
411

413
414

*Month
in which
fiscal year
ends

The May Department Stores Company............
Maytag Corporation...........................................
McCormick & Company, Incorporated..............
McDermott International, Inc..............................
McDonald’s Corporation....................................
McDonnell Douglas Corporation......................
The McGraw-Hill Companies, Inc......................
McKesson Corporation......................................
The Mead Corporation......................................
Media General, Inc.—see 631
Medtronic, Inc.....................................................
CVS Corporation...............................................
Merck & Co., Inc.................................................
Meredith Corporation.........................................
Merrimac Industries, Inc.—see 882
Met-Pro Corporation...........................................
Michael Foods, Inc.—see 856
Micron Technology, Inc.—see 787
Microsoft Corporation—see 825
Herman Miller, Inc..............................................
Minnesota Mining and Manufacturing
Company.......................................................
Minntech Corporation—see 679
Mobil Corporation...............................................
Mohawk industries, inc.—see 857
Molex Incorporated—see 716
Monsanto Company...........................................
Morton International, Inc....................................
Mosinee Paper Corporation..............................
PremiumWear, Inc..............................................
Murphy Oil Corporation....................................
NACCO Industries, Inc.—see 403
NIKE, Inc.—see 401
Nalco Chemical Company—see 803
Nashua Corporation—see 761
FoxMeyer Health Corporation..........................
National Presto Industries, Inc...........................
National Semiconductor Corporation................
National Service Industries, Inc..........................
Navistar International Corporation—see 299
The New York Times Company........................
Newell Co.—see 680
NIKE, Inc............................................................
Nortek, Inc..........................................................
NACCO Industries, Inc.......................................
Northrop Grumman Corporation........................
Northwestern Steel and Wire
Company—see 826
Novell, inc.—see 839
Nucor Corporation—see 633
Oak Industries Inc..............................................
Occidental Petroleum Corporation....................
Ogden Corporation.............................................
Olin Corporation.................................................
Omnicom Group Inc.—see 682
Optical Coating Laboratory, Inc.—see 683
Oryx Energy Company—see 788
O’Sullivan Corporation.......................................
Outboard Marine Corporation............................
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Co. No.

*Month
in which
fiscal year
ends

415 Owens Corning................................................. 12
416 Owens-Illinois, Inc.............................................. 12
417 Oxford Industries, Inc........................................... 5
PACCAR Inc.—see 419
PORTEC, Inc.—see 444
418 PPG Industries, Inc............................................ 12
419 PACCAR Inc...................................................... 12
421 Pall Corporation....... .......................................... 7
424 Parker Hannifin Corporation............................. 6
Peerless Mfg. Co.—see 790
427 The Penn Traffic Company................................ 1
428 J.C. Penney Company, Inc.................................. 1
430 Pennzoil Company............................................ 12
Pentair, Inc.—see 684
432 PepsiCo, Inc....................................................... 12
433 The Perkin-Elmer Corporation............................ 6
435 Pfizer Inc............................................................ 12
Pharmacia & Upjohn, Inc.—see 569
436 Phelps Dodge Corporation.............................. 12
437 Philip Morris Companies Inc.............................. 12
438 Phillips Petroleum Company............................ 12
Phillips-Van Heusen Corporation—see 634
Photo Control Corporation—see 686
440 Pioneer Hi-Bred International, Inc....................... 8
441 Pitney Bowes Inc............................................... 12
Pittway Corporation—see 791
Plasma-Therm, Inc.—see 762
443 Polaroid Corporation ......................................... 12
Polaris Industries Inc.—see 883
444 PORTEC, Inc..................................................... 12
446 Potlatch Corporation......................................... 12
447 Prab, Inc............................................................. 10
Praxair, Inc.—see 828
Premark International, Inc.—see 635
PremiumWear, Inc.—see 389
451 The Procter & Gamble Company........................ 6
453 The Quaker Oats Company.............................. 12
454 Quaker State Corporation........................
12
455 Quanex Corporation......................................... 10
Quantum Corporation—see 884
458 Ralston Purina Company.................................... 9
Raychem Corporation—see 638
461 Raytheon Company.......................................... 12
The Reader’s Digest Association,
Inc.—see 792
Reebok International Ltd.—see 885
Republic Group Incorporated—see 718
466 Reynolds Metals Company.............................. 12
Rite Aid Corporation—see 886
Robbins & Myers, Inc.—see 764
469 Rockwell International Corporation.................... 9
470 Rohm and Haas Com pany.............................. 12
Rohr, Inc.—see 640
471 Rowe Furniture Corporation............................ 11
472 Rubbermaid Incorporated................................ 12
Ruddick Corporation—see 811
Russell Corporation—see 832
Rykoff-Sexton, Inc.—see 719
474 Rymer Foods Inc. ............................................. 10

Co. No.
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*Month
in which
fiscal year
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SCI Systems, Inc.—see 793
475 Harmon Industries, Inc..................................... 12
477 SPS Technologies, Inc...................................... 12
SPX Corporation—see 642
SUPERVALU Inc.—see 522
SYSCO Corporation—see 887
478 Safeway Inc........................................................ 12
479 Sara Lee Corporation......................................... 6
480 Savannah Foods & Industries, Inc....................... 9
481 Schering-Plough Corporation.......................... 12
482 Schlumberger Limited....................................... 12
Schuller Corporation—see 357
Scientific Industries, Inc.—see 765
484 Scope Industries................................................ 6
The Scotts Company—see 833
Seaboard Corporation—see 858
Seagate Technology, Inc—see 687
486 Sears, Roebuck and Co..................................... 12
Sequa Corporation—see 519
487 Service Corporation International.................... 12
Shaw Industries, Inc.—see 643
490 The Sherwin-Williams Company..................... 12
Simpson Industries, Inc.—see 689
494 A.O. Smith Corporation.................................... 12
Smithfield Foods, Inc.—see 690
496 Snap-on Incorporated...................................... 12
Solectron Corporation—see 888
Sonoco Products Company—see 691
Southdown, Inc.—see 766
Span-America Medical Systems,
Inc.—see 834
498 Sparton Corporation........................................... 6
499 Spectrum Control, Inc........................................ 11
Speizman Industries, Inc.—see 721
502 Springs Industries, Inc............................
12
Standard Commercial
Corporation—see 812
507 Standard Motor Products, Inc...................
12
The Standard Products Company—see 722
509 The Standard Register Com pany.................... 12
Standex International
Corporation—see 767
510 Stanhome Inc..................................................... 12
511 The Stanley W o rk s ........................................... 12
512 The L.S. Starrett Company................................. 6
Steel Technologies Inc.—see 723
Stewart & Stevenson Services,
Inc.—see 768
517 Stone Container Corporation............................ 12
Storage Technology Corporation—see 804
519 Sequa Corporation............................................. 12
520 Sun Company, Inc............................................. 12
Sun Microsystems, Inc.—see 769
Sunrise Medical Inc.—see 724
522 SUPERVALU Inc................................................. 2
Sybase, Inc.—see 889
The TJX Companies, Inc.—see 770
TRINOVA Corporation—see 338
526 TR W Inc. .......................................................... 12
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*Month
in which
fiscal year
ends

527 Talley Industries, Inc..........................................
Tandem Computers Incorporated—see 692
528 Tandy Corporation.............................................
529 Tasty Baking Company....................................
530 Tecumseh Products Company..........................
Tektronix, Inc.—see 794
532 Temple-Inland Inc...............................................
533 Temtex Industries, Inc........................................
534 Tenneco Inc........................................................
Teradyne, Inc.—see 890
Terra Industries Inc.—see 676
535 Tesoro Petroleum Corporation..........................
536 Texaco Inc..........................................................
Texas Industries, Inc.—see 725
537 Texas Instruments Incorporated........................
538 Textron Inc..........................................................
Thermo Electron Corporation—see 813
Thiokol Corporation—see 805
Thomas & Betts Corporation—see 771
Thorn Apple Valley, Inc.—see 644
540 Time Warner Inc.................................................
541 The Times Mirror Company..............................
542 The Timken Company.............. ....................
Tokheim Corporation—see 693
The Toro Company—see 726
544 Tosco Corporation.............................................
Toys “ R” Us, Inc.—see 772
TransTechnology Corporation—see 727
547 Tribune Company...............................................
Trinity Industries, Inc.—see 646
548 Tultex Corporation.............................................
Tupperware Corporation—see 891
Twin Disc, Incorporated—see 728
Tyco International Ltd.—see 773
549 Tyler Corporation...............................................
550 Tyson Foods, Inc................................................
USA Waste Services, Inc.—see 892
552 USG Corporation...............................................
UST Inc.—see 563
USX Corporation—see 561
553 Unifi, Inc..............................................................
554 Union Camp Corporation...................................
555 Union Carbide Corporation................................
Union Texas Petroleum Holdings,
Inc.—see 694
Unisys Corporation—see 102
557 Chiquita Brands International, Inc......................
558 United Foods, Inc...............................................
United Healthcare Corporation—see 859
561 USX Corporation...............................................
562 United States Surgical Corporation..................
563 UST Inc...............................................................
564 United Technologies Corporation......................
566 Universal Corporation.........................................
Universal Foods Corporation—see 814
568 Unocal Corporation..........................................
569 Pharmacia & Upjohn, Inc...................................
570 VF Corporation...................................................
Valero Energy Corporation—see 647

12
12
12
12
12
. 8
12
12
12
12
12

12
12
12
12
12
12

12
. 9
12

Co. No.

*Month
in which
fiscal year
ends

571 Varian Associates, Inc......................................
Viad Corporation—see 893
Vishay Intertechnology, Inc.—see 731
573 Vulcan Materials Com pany............................
WHX Corporation—see 587
WMX Technologies, Inc.—see 580
WTD Industries, Inc.—see 894
Wal-Mart Stores, Inc.—see 648
574 Walbro Corporation........................................
575 Walgreen Co....................................................
577 Wang Laboratories, Inc....................................
579 Warner-Lambert Company..............................
The Washington Post Company—see 649
580 WMX Technologies, Inc...................................
581 Wausau Paper Mills Company........................
Waxman Industries, Inc.—see 732
Weirton Steel Corporation—see 835
Western Atlas Inc.—see 860
Western Digital Corporation—see 733
583 Westinghouse Electric Corporation................
WestPoint Stevens Inc.—see 840
584 Westvaco Corporation....................................
586 Weyerhaeuser Company................................
587 WHX Corporation.............................................
588 Whirlpool Corporation......................................
Whitman Corporation—see 288
589 Whittaker Corporation....................................
590 Willamette Industries, Inc.................................
593 Winn-Dixie Stores, Inc......................................
594 Winnebago Industries, Inc................................
595 Witco Corporation...........................................
Wolverine World Wide, Inc.—see 734
596 Woolworth Corporation....................................
World Color Press, Inc.—see 895
Worthington Industries, Inc.—see 735
597 Wm. Wrigley Jr. Company..............................
599 Xerox Corporation...........................................
York International Corporation—see 650
600 Zenith Electronics Corporation........................
Zurn Industries, Inc.—see 775

.. 9
. 12

. 12
.. 8
.. 6
. 12
. 12
.. 8

. 12
.
.
.
.

10
12
12
12

. 10
. 12
.. 6
.. 8
. 12
.. 1
. 12
. 12
. 12

. 6
12
12

COMPANIES ADDED FOR 1987 EDITION
12
. 2
12
12
12
12
. 6
12
12
12

601
602
603
604
605
606
607
608
610
611
617
619
621
623

Alberto-Culver Company................................
Allen Telecom Inc.............................................
Amdahl Corporation.........................................
Avery Dennison Corporation..........................
Barnes Group Inc.............................................
Bassett Furniture Industries, Incorporated. . . .
Bowater Incorporated......................................
CalMat Co........................................................
Carpenter Technology Corporation................
Liz Claiborne, Inc..............................................
Ecolab Inc........................................................
Fieldcrest Cannon, Inc.....................................
H.B. Fuller Company......................................
Hasbro, Inc.......................................................
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Co. No.
624
625
627
628
629
631
633
634
635
638
640
642
643
644
646
647
648
649
650

*Month
in which
fiscal year
ends

Hillenbrand Industries, Inc..................... .......... 11
Illinois Tool Works Inc............................ .......... 12
International Flavors & Fragrances Inc.. .......... 12
Jefferson Smurfit Corporation.............. .......... 12
Kaman Corporation.............................. .......... 12
Media General, Inc................................ .......... 12
Nucor Corporation................................ .......... 12
Phillips-Van Heusen Corporation.......... ............ 1
Premark International, Inc..................... ............ 12
Raychem Corporation.......................... ............ 6
Rohr, Inc................................................ .............. 7
SPX Corporation.................................. ............ 12
Shaw Industries, Inc.............................. ............ 12
Thorn Apple Valley, Inc......................... .............. 5
Trinity Industries, Inc............................. .............. 3
Valero Energy Corporation.................. ............ 12
Wal-Mart Stores, Inc............................................ 1
The Washington Post Company.......... ............ 12
York International Corporation.............. ............ 12

COMPANIES ADDED FOR 1988 EDITION
651
652
656
657
658
659
660
661
662
664
665
666
669
670
671
672
673
675
676
678
679
680
682
683
684
686
687
689
690
691
692
693
694

Acme Metals Incorporated................................ 12
Advanced Micro Devices, Inc............................ 12
The Fairchild Corporation.................................. 6
Brown-Forman Corporation................................ 4
CLARCOR Inc.................................................... 11
Chesapeake Corporation................................... 12
Coca-Cola Enterprises Inc................................. 12
Compaq Computer Corporation........................ 12
Cyprus Amax Minerals Company.................... 12
Danaher Corporation......................................... 12
Dixie Yarns, Inc.................................................. 12
The Duriron Company, Inc................................ 12
LB. Foster Company......................................... 12
Fruit of the Loom, Inc......................................... 12
Garan, Incorporated............................................ 9
M.A. Hanna Company....................................... 12
Harley-Davidson, Inc......................................... 12
Hyde Athletic Industries, Inc.............................. 12
Terra Industries Inc............................................ 12
Lafarge Corporation........................................... 12
Minntech Corporation......................................... 3
Newell Co........................................................... 12
Omnicom Group Inc........................................... 12
Optical Coating Laboratory, Inc......................... 10
Pentair, Inc......................................................... 12
Photo Control Corporation................................ 12
Seagate Technology, In c .................................... 6
Simpson Industries, In c .................................... 12
Smithfield Foods, Inc........................................... 4
Sonoco Products Company.............................. 12
Tandem Computers Incorporated...................... 9
Tokheim Corporation......................................... 11
Union Texas Petroleum Holdings, Inc............... 12

Co. No.

*Month
in which
fiscal year
ends

COMPANIES ADDED FOR 1989 EDITION
696
698
699
700
701
705
706
712
713
714
716
718
719
721
722
723
724
725
726
727
728
731
732
733
734
735

Anacomp, Inc...................................................... 9
Betz Dearborn Inc.............................................. 12
Blount International Inc........................................ 2
Burlington Resources Inc................................... 12
CTS Corporation............................................... 12
Farr Company.....................................
12
Figgie International Inc...................................... 12
Juno Lighting, Inc.............................................. 11
The Lamson & Sessions Co.............................. 12
Lufkin Industries, Inc.......................................... 12
Molex Incorporated............................................ 6
Republic Group Incorporated.............................. 6
Rykoff-Sexton, Inc................................................ 4
Speizman Industries, In c .................................... 6
The Standard Products Company...................... 6
Steel Technologies Inc........................................ 9
Sunrise Medical Inc.............................................. 6
Texas Industries, Inc............................................ 5
The Toro Company........................................... 10
TransTechnology Corporation............................. 3
Twin Disc, Incorporated....................................... 6
Vishay Intertechnology, Inc................................ 12
Waxman Industries, Inc....................................... 6
Western Digital Corporation................................ 6
Wolverine World Wide, Inc................................ 12
Worthington Industries, Inc.................................. 5

COMPANIES ADDED FOR 1990 EDITION
737
738
739
740
742
743
744
746
747
748
751
752
753
754
755
757
758
759
760
761
762
764
765
766
767

K 2 lnc................................................................. 12
Ault Incorporated................................................. 5
Binks Manufacturing Company........................ 11
Champion Enterprises, Inc................................ 12
Coherent, Inc....................................................... 9
Dep Corporation................................................. 7
Donaldson Company, Inc.................................... 7
ERLY Industries Inc............................................. 3
Federal Screw W orks......................................... 6
Georgia Gulf Corporation................................... 12
IBP, Inc............................................................... 12
IMC Global, Inc.................................................... 6
Interface, Inc...................................................... 12
Jacobs Engineering Group Inc............................ 9
LADD Furniture, Inc........................................... 12
Lyondell Petrochemical Company.................... 12
MagneTek, Inc..................................................... 6
Mark IV Industries, Inc......................................... 2
Maxxam Inc........................................................ 12
Nashua Corporation........................................... 12
Plasma-Therm, Inc............................................. 11
Robbins & Myers, Inc........................................... 8
Scientific Industries, Inc....................................... 6
Southdown, Inc..........................................
12
Standex International Corporation...................... 6
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Appendix of 600 Companies
*Month
in which
fiscal year
ends

Co. No.
768
769
770
771
772
773
775

Stewart & Stevenson Services, Inc...
Sun Microsystems, Inc.......................
The TJX Companies, Inc....................
Thomas & Betts Corporation............
Toys “R” Us, Inc.................................
Tyco International L td .......................
Zurn Industries, Inc............................

................ 1
................ 6
................ 1
.............. 12
................ 1
................ 6
................ 3

Co. No.

*Month
in which
fiscal year
ends

826
828
829
832
833
834
835

............ 7
.......... 12
.......... 12
.......... 12
............ 9
............ 9
.......... 12

Northwestern Steel and Wire Company.
Praxair, Inc.............................................
Harrah’s Entertainment, Inc...................
Russell Corporation..............................
The Scotts Company............................
Span-America Medical Systems, Inc.. ..
Weirton Steel Corporation....................

COMPANIES ADDED FOR 1991 EDITION

COMPANIES ADDED FOR 1995 EDITION

776
777
778
782
783
785
787
788
790
791
792
793
794

836 Centex Corporation............................................... 3
837 The Interpublic Group of Companies, Inc.......... 12
838 Kellwood Company............................................... 4
839 Novell, Inc........................................................... 10
840 WestPoint Stevens Inc..........................................12

Allegheny Teledyne Incorporated..................... 12
Alliant Techsystems Inc........................................ 3
Baldor Electric Company................................... 12
DIMON Incorporated............................................. 6
First Brands Corporation....................................... 6
Imo Industries Inc............................................... 12
Micron Technology, Inc...........................................8
Oryx Energy Company....................................... 12
Peerless Mfg. Co.................................................... 6
Pittway Corporation........................................... 12
The Reader’s Digest Association, Inc.....................6
SCI Systems, Inc.................................................... 6
Tektronix, Inc.......................................................... 5

COMPANIES ADDED FOR 1992 EDITION
796
798
799
800
801
803
804
805

Allergan, Inc....................................................... 12
The Dexter Corporation..................................... 12
Duracell International Inc........................................ 6
Ferro Corporation............................................... 12
Intergraph Corporation....................................... 12
Nalco Chemical Company................................. 12
Storage Technology Corporation......................... 12
Thiokol Corporation............................................... 6

COMPANIES ADDED FOR 1996 EDITION
841
842
844
845
846
847
848
849
850
851
852
853
854
855
856
857
858
859
860

Amgen Inc.......................................................... 12
Amphenol Corporation....................................... 12
Arrow Electronics, Inc......................................... 12
C.R. Bard, Inc..................................................... 12
Beckman Instruments, Inc.................................. 12
Coltec Industries Inc........................................... 12
Computer Sciences Corporation...........................3
Cooper Tire & Rubber Company......................... 12
Dillard Department Stores, Inc................................1
First Data Corporation....................................... 12
Hudson Foods, Inc.................................................. 9
Kimball International, Inc........................................ 6
Lance, Inc........................................................... 12
Manpower Inc..................................................... 12
Michael Foods, Inc............................................. 12
Mohawk Industries, Inc...................................... 12
Seaboard Corporation....................................... 12
United Healthcare Corporation........................ 12
Western Atlas Inc............................................... 12

COMPANIES ADDED FOR 1993 EDITION
806
811
812
813
814

Banta Corporation............................................ 12
Ruddick Corporation............................................. 9
Standard Commercial Corporation.........................3
Thermo Electron Corporation............................ 12
Universal Foods Corporation................................. 9

COMPANIES ADDED FOR 1994 EDITION
817
818
819
821
823
824
825

Alumax Inc............................................................ 12
Burlington Industries, Inc........................................ 9
Central Sprinkler Corporation............................. 10
Detroit Diesel Corporation................................ 12
Furon Company................................................... 1
Louisiana-Pacific Corporation.......................... 12
Microsoft Corporation............................................. 6

COMPANIES ADDED FOR 1997 EDITION
861
862
863
864
865
866
867
868
869
870
871
872
873
874

ADVO, Inc............................................................... 9
AGCO Corporation............................................. 12
Applied Materials, Inc......................................... 10
Atmel Corporation............................................. 12
Automatic Data Processing, Inc............................. 6
BE Aerospace, Inc.................................................. 2
Boston Scientific Corporation............................ 12
Circuit City Stores, Inc............................................ 2
Cisco Systems, In c................................................ 7
Durakon Industries, Inc........ ........................... 12
Eastman Chemical Company............................ 12
The Estee Lauder Companies, Inc......................... 6
Exide Corporation................................................. 3
Gateway 2000, Inc................................................ 12

*Months num bered in sequence, January through D ecem ber
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Co. No.
875
876
877
878
879
880
881
882
883
884
885
886
887
888
889
890
891
892
893
894
895

*Month
in which
fiscal year
ends

Geneva Steel Company..................................... 9
Gulfstream Aerospace Corporation.................. 12
Hannaford Bros. Co........................................... 12
Jones Apparel Group, Inc.................................. 12
La-Z-Boy Chair Company................................... 4
Lam Research Corporation................................ 6
Mallinckrodt Group In c........................................ 6
Merrimac Industries, Inc.................................... 12
Polaris Industries In c ........................................ 12
Quantum Corporation......................................... 3
Reebok International Ltd................................... 12
Rite Aid Corporation........................................... 2
SYSCO Corporation........................................... 6
Solectron Corporation......................................... 8
Sybase, Inc........................................................ 12
Teradyne, Inc..................................................... 12
Tupperware Corporation.................................. 12
USA Waste Services, Inc................................... 12
Viad Corp........................................................... 12
WTD Industries, Inc............................................. 4
World Color Press, Inc....................................... 12

Co. No.

*Month
in which
fiscal year
ends

Companies included in Fiftieth Edition
Not included in this Edition of the Survey
2
4
11
13
62
92
156
183
188
241
289
319
321
322
387
412
450
460
521
531
551
559
565
630
636
641
736
749
756
763
781
786
809
815
816
843

AEL Industries, Inc.
AM International, Inc.
Acme-Cleveland Corporation
Action Industries, Inc.
Astrosystems, Inc.
Brenco, Incorporated
Culbro Corporation
Duplex Products Inc.
Eagle-Picher Industries, Inc.
Genesco Inc.
ICOT Corporation
Kerr Group, Inc.
Kevlin Corporation
Keystone Consolidated Industries, Inc.
Motorola, Inc.
Orion Pictures Corporation
Premium Industrial Corporation
Raytech Corporation
Sundstrand Corporation
Teledyne, Inc.
UNC Incorporated
United Merchants and Manufacturers, Inc.
Univar Corporation
Loral Corporation
Publix Super Markets, Inc.
Rhone-Poulenc Rorer, Inc.
Acclaim Entertainment, Inc.
Guardsman Products, Inc.
Loctite Corporation
Rawson-Koenig, Inc.
Customedix Corporation
Johnston Industries, Inc.
Maxtor Corporation
Varity Corporation
AST Research, Inc.
Arcadian Corporation

* Months num bered in sequence, January through D ecem b er
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Company Index

A
ABM Industries Incorporated, 112, 262, 355, 498, 584
ACR Group, Inc., 160
AGCO Corporation, 127
AMETEK, Inc., 465, 585
AMP Incorporated, 43, 96, 137, 345, 590
ASARCO Incorporated, 97, 481, 547
AT&T Corp., 264
Abbott Laboratories, 322
Acme Metals Incorporated, 143,300
Advanced Micro Devices, Inc., 217
Air Products and Chemicals, Inc., 19, 63, 287, 393
Alberto-Culver Company, 54, 447
Albertson’s, Inc., 48, 225, 555
Alco Standard Corporation, 48, 146, 233, 283, 347, 414
Allegheny Teledyne Incorporated, 2, 46, 323, 577
Allen Telecom Inc., 78, 189, 234
Alliant Techsystems Inc., 218, 291,404, 573
AlliedSignal Inc., 45
Alumax Inc., 95
Aluminum Company of America, 60, 256, 480
Amcast Industrial Corporation, 92
Amdahl Corporation, 292, 359, 448
Amerada Hess Corporation, 36, 362, 570
American Brands, Inc., 125, 281
American Greetings Corporation, 212, 390, 570
American Home Products Corporation, 251,307
American List Corporation, 194
American Standard Companies Inc., 43
American Stores Company, 127, 282
Ameron International Corporation, 317
Amgen Inc., 129,437
Amoco Corporation, 390
Amphenol Corporation, 94
Analogic Corporation, 83,138, 345
Analysis & Technology, Inc., 93
Archer Daniels Midland Company, 37
Arden Group, Inc., 6, 71, 132, 141,236, 496
Armco Inc., 382, 398
Armstrong World Industries, Inc., 20, 265, 331
Arrow Electronics, Inc., 93
Ashland Inc., 83

Atlantic Richfield Company, 48
Atmel Corporation, 175
Ault Incorporated, 8,191
Avery Dennison Corporation, 502
Avon Products, Inc., 214, 331,400

B
BE Aerospace, Inc., 47
BMC Industries, Inc., 332
Badger Meter, Inc., 197, 333, 585
Baker Hughes Incorporated, 28, 270, 303, 351
C.R. Bard, Inc., 117,334,428
Barnes Group Inc., 161,315, 535
Bassett Furniture Industries,
Incorporated, 429, 499
Bausch & Lomb Incorporated, 21,245, 488
Baxter International Inc., 112, 120
Becton, Dickinson and Company, 38, 273, 348
Belding Heminway Company, Inc., 94, 584
Bemis Company, Inc., 110, 268, 315
Benihana Inc., 54
Bethlehem Steel Corporation, 261
BetzDearborn Inc., 215, 273
Biomet, Inc., 50
The Black & Decker Corporation, 23, 293, 405
Blount International, Inc., 76, 415, 552
The Boeing Company, 73, 83, 111, 183, 274
Borg-Warner Security Corporation, 60, 111, 168
Bowater Incorporated, 458
Bowne & Co., Inc., 126, 359
Briggs & Stratton Corporation, 113, 126, 421
Bristol-Myers Squibb Company, 324, 475
Brown & Sharpe Manufacturing Company, 117,
168, 282
Brown-Forman Corporation, 98,156, 292, 308
Brown Group, Inc., 199, 211,489
Browning-Ferris Industries, Inc., 402, 449, 513
Brunswick Corporation, 70, 203, 239, 421
Burlington Industries, Inc., 99
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c
CLARCOR Inc., 121, 156, 268, 330, 401
CMI Corporation, 117,335,384
CPC International Inc., 349
CSP Inc., 48,266
CVS Corporation, 109
Cabot Corporation, 50, 171,277
CalMat Co., 364
Campbell Soup Company, 126, 247
Carpenter Technology Corporation, 405, 557
Caterpillar Inc., 78
Centex Corporation, 73, 284
Central Sprinkler Corporation, 64, 132, 139, 356
Ceridian Corporation, 199, 365, 586
Champion Enterprises, Inc., 436
Champion International Corporation, 4
Chesapeake Corporation, 92
Chevron Corporation, 365, 433
Chock Full o’Nuts Corporation, 153, 395
Chrysler Corporation, 113
Cincinnati Milacron Inc., 49, 461
Cintas Corporation, 192
Circuit City Stores, Inc., 351
Cisco Systems, Inc., 175
Cleveland-Cliffs Inc., 149
The Clorox Company, 205
The Coastal Corporation, 64, 362, 403
Coca-Cola Enterprises Inc., 128
Coherent, Inc., 65, 207, 277
Colgate-Palmolive Company, 349
Collins Industries, Inc., 10, 72, 234, 348, 379
Coltec Industries Inc., 252
Commercial Metals Company, 117, 389
Compaq Computer Corporation, 390
Computer Sciences Corporation, 121, 144, 244, 575
ConAgra, Inc., 33, 304
Concord Fabrics Inc., 355
Consolidated Papers, Inc., 211, 528
Cooper Tire & Rubber Company, 122
Adolph Coors Company, 73, 157, 214, 336
Corning Incorporated, 89, 253, 526
Courier Corporation, 136, 299, 582
Crane Co., 65, 393
Crown Central Petroleum Corporation, 146, 282
Crown Cork & Seal Company, Inc., 189
Curtiss-Wright Corporation, 162, 241,300, 309
Cyprus Amax Minerals Company, 221

D
DIMON Incorporated, 211
DSC Communications Corporation, 184, 356
Daedalus Enterprises, Inc., 569
Danaher Corporation, 189
Data General Corporation, 84, 500
Dayton Hudson Corporation, 589
Dean Foods Company, 325
Deere & Company, 16,268,325,521
Deluxe Corporation, 294

Dep Corporation, 256, 503
Detection Systems, Inc., 237
Detroit Diesel Corporation, 253, 567
The Dial Corp., 17
Dillard Department Stores, Inc., 213
The Walt Disney Company, 118, 278
Donaldson Company, Inc., 278
Dover Corporation, 70, 338, 583
The Dow Chemical Company, 47, 59, 360
Dow Jones & Company, Inc., 90, 514, 573
Dravo Corporation, 65, 263, 380
Dresser Industries, Inc., 50, 74,172, 591
The Dun & Bradstreet Corporation, 50, 60, 76, 217,
367, 396
E I. du Pont de Nemours and Company, 79, 109,
208, 245
Dynamics Corporation of America, 155

E
EFI Electronics Corporation, 427
EG&G, Inc., 70,216,390
ERLY Industries Inc., 165,254,467
The Eastern Company, 192, 278
Eastman Kodak Company, 66
Eaton Corporation, 80
Echlin Inc., 270,291
Ekco Group, Inc., 67, 114, 402
Elcor Corporation, 11,168
Emerson Electric Co., 128, 226
Engelhard Corporation, 55, 222
Ethyl Corporation, 55, 136, 291, 476
Exxon Corporation, 61

F
FINA, Inc., 100
FMC Corporation, 227
The Fairchild Corporation, 280
Fansteel Inc., 46, 136, 180
Federal-Mogul Corporation, 48,118, 295
Federated Department Stores, Inc., 185, 357
Fieldcrest Cannon, Inc., 218, 450
First Brands Corporation, 89, 163, 242, 440
First Data Corporation, 93
Fleetwood Enterprises, Inc., 401
Fleming Companies, Inc., 234, 264
Flowers Industries, Inc., 240, 345, 441
Fluor Corporation, 110, 221,393
Ford Motor Company, 19, 361
L. B. Foster Company, 201,558
Foster Wheeler Corporation, 80, 111, 222
FoxMeyer Health Corporation, 151, 270, 417, 542
Fruit of the Loom, Inc., 217, 368
H. B. Fuller Company, 47, 559
Furniture Brands International, Inc., 469, 536
Furon Company, 351
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G
GTI Corporation, 84, 90, 235, 264
Gamma Biologicals, Inc., 204
Gannett Co., Inc., 59, 516
Garan, Incorporated, 93, 155
GenCorp Inc., 169,279,320,381
General Dynamics Corporation, 74,110, 339
General Electric Company, 326
General Instrument Corporation, 240, 297
General Mills, Inc., 355, 590
General Motors Corporation, 43, 74,129
General Signal Corporation, 455
Genuine Parts Company, 208, 442, 512
Georgia Gulf Corporation, 352
Georgia-Pacific Corporation, 131, 151,309, 523, 591
Giant Food Inc., 407, 592
Giga-tronics Incorporated, 191
The Gillette Company, 53, 301,350, 476, 560
Golden Enterprises, Inc., 118
The BFGoodrich Company, 101,219, 401,443
The Goodyear Tire & Rubber Company, 61, 408
Goulds Pumps, Incorporated, 102
W.W. Grainger, Inc., 454
The Great Atlantic & Pacific Tea
Company, Inc., 77, 544
Greif Bros. Corporation, 389
Guilford Mills, Inc., 56, 357

H
HON INDUSTRIES Inc., 238
Halliburton Company, 53,118, 123
Hampton Industries, Inc., 119
Handy & Harman, 122, 159, 223, 284, 508
M.A. Hanna Company, 119
Harcourt General, Inc., 51, 136, 245
Harley-Davidson, Inc., 269
Harmon Industries, Inc., 51,247
Harris Corporation, 271, 489
Harsco Corporation, 327, 444
Hasbro, Inc., 85
Hecla Mining Company, 61, 357, 385, 578
H.J. Heinz Company, 518, 592
Hercules Incorporated, 173
Hershey Foods Corporation, 27, 346
Hewlett-Packard Company, 85, 241, 408
Hillenbrand Industries, Inc., 81, 548
Homasote Company, 44, 75, 203, 361
Honeywell Inc., 68, 122, 310
Hormel Foods Corporation, 91
Hudson Foods, Inc., 119,242
Hughes Supply, Inc., 238, 424
Hurco Companies, Inc., 288, 468
Hyde Athletic Industries, Inc., 132

I
IMC Global, Inc., 62, 246, 391, 568
ITT Corporation, 62
Illinois Tool Works Inc., 213
Imo Industries Inc., 318,370
Ingersoll-Rand Company, 103,165
Inland Steel Industries, Inc., 289, 363, 550
Interface, Inc., 348, 406
Intergraph Corporation, 145, 353
The Interlake Corporation, 328, 406
International Business Machines
Corporation, 7, 315
International Flavors & Fragrances
Inc., 75, 158, 340
International Multifoods Corporation, 85, 152, 587
International Paper Company, 51,579
The Interpublic Group of Companies, Inc., 354
Interstate Bakeries Corporation, 56

J
JLG Industries, Inc., 69
Jacobs Engineering Group Inc., 69, 209, 393
James River Corporation of Virginia, 130, 346
Johnson & Johnson, 104
Johnson Controls, Inc., 122, 228, 394, 491
Jones Apparel Group, Inc., 257
Juno Lighting, Inc., 169

K
Kellogg Company, 57, 302
Kerr-McGee Corporation, 114
Kimball International, Inc., 157, 266, 360
Knape & Vogt Manufacturing Company, 45, 201
257, 293
The Kroger Co., 239
K 2 Inc., 492

L
LADD Furniture, Inc., 282
The LTV Corporation, 111, 139, 212
LaBarge, Inc., 212, 300, 358
Laclede Steel Company, 132, 271, 470
Lam Research Corporation, 24
The Lamson & Sessions Co., 75, 373
Lance, Inc., 253
Lee Enterprises, Incorporated, 193, 493
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Leggett & Platt, Incorporated, 302
Lockheed Martin Corporation, 82, 205, 284, 579
Lone Star Industries, Inc., 77, 580
The Louisiana Land and Exploration
Company, 285
Louisana-Pacific Corporation, 146, 587
Lowe’s Companies, Inc., 92
The Lubrizol Corporation, 17,170
Lukens Inc., 92, 304, 357

M
MAPCO Inc., 255,445
MagneTek, Inc., 588
Marriott International, Inc., 33, 123
Masco Corporation, 5
Maxxam Inc., 77
The May Department Stores Company, 33
Maytag Corporation, 72, 341,545
McDermott international, Inc., 530, 576
McDonald’s Corporation, 471
McDonnell Douglas Corporation, 51
McKesson Corporation, 38
The Mead Corporation, 105,229
Medtronic, Inc., 95, 123, 274, 391
Merck & Co., Inc., 266
Meredith Corporation, 91,167, 223, 346
Merrimac Industries, Inc., 170
Met-Pro Corporation, 127
Michael Foods, Inc., 202
Micron Technology, Inc., 463, 588
Microsoft Corporation, 40, 91
Midwest Grain Products, Inc., 91
Herman Miller, Inc., 69, 230, 298, 355
Minnesota Mining and Manufacturing
Company, 350,399,419
Minntech Corporation, 296
Mobil Corporation, 107
Morton International, Inc., 75
Mosinee Paper Corporation, 240, 421
Murphy Oil Corporation, 72, 571
Mylan Laboratories Inc., 140

N
NIKE, Inc., 41,356
Nalco Chemical Company, 209
Nashua Corporation, 472
National Service Industries, Inc., 69
Navistar International Corporation, 85, 141
Thomas Nelson, Inc., 95
The New York Times Company, 32, 295
Norstan, Inc., 258
Nortek, Inc., 190
Northrop Grumman Corporation, 82
Northwestern Steel and Wire Company, 130, 328
Novell, Inc., 133,255,466
Nucor Corporation, 566

o
Oak Industries Inc., 25, 269, 286
Occidental Petroleum Corporation, 91
Olin Corporation, 420
Omnicom Group Inc., 123
Optical Coating Laboratory, Inc., 156, 291, 329
O’Sullivan Corporation, 511
Outboard Marine Corporation, 68, 271,415
Owens-Illinois, Inc., 76, 476

p
PORTEC, Inc., 190
Pall Corporation, 34, 93, 243
Parker Hannifin Corporation, 299, 312
Paychex, Inc., 72
Peerless Mfg. Co., 30, 347, 464
PepsiCo, Inc., 331
The Perkin-Elmer Corporation, 26, 302, 484
Pfizer Inc., 86,515
Pharmacia & Upjohn, Inc., 129, 262, 289
Phelps Dodge Corporation, 110, 392
Philip Morris Companies Inc., 313
Phillips Petroleum Company, 46, 256, 275
Pioneer Hi-Bred International, Inc., 119, 297
Pitney Bowes Inc., 115,147, 331
Pittway Corporation, 213,241
Plasma-Therm, Inc., 94
Polaroid Corporation, 124,409
Potlatch Corporation, 206
Prab Inc., 210,356
Praxair, Inc., 76, 92, 279, 347
Premark International, Inc., 506
PremiumWear, Inc., 137, 286

Q
The Quaker Oats Company, 332, 422
Quality Systems, Inc., 200

R
Ralston Purina Company, 69, 276
Raychem Corporation, 319, 374, 406, 430
The Reader’s Digest Association, Inc., 160, 176, 482
Reeds Jewelers, Inc., 416
Republic Group Incorporated, 87, 116, 422
Reynolds Metals Company, 510,572
Robbins & Myers, Inc., 193, 386
Rohm and Haas Company, 51,409
Rohr, Inc., 18,195,272,457
Rowe Furniture Corporation, 52, 204
Rubbermaid Incorporated, 52
Ruddick Corporation, 416
Rykoff-Sexton, Inc., 44, 57, 111, 288, 317
Rymer Foods Inc., 87, 90, 280
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s
SPS Technologies, Inc., 49, 297, 486
SPX Corporation, 90, 216
SUPERVALU Inc., 174,539
Safeway Inc., 87,93,317
Sara Lee Corporation, 214, 407
Savannah Foods & Industries, Inc., 62, 276, 296,
474, 525
Schering-Plough Corporation, 342
Schuller Corporation, 305
Scientific Industries, Inc., 191
Scope Industries, 185, 244
The Scotts Company, 92
Seaboard Corporation, 45,149,258
Seagate Technology, Inc., 77
Sears, Roebuck and Co., 149, 292
Sequa Corporation, 31,224, 261, 394
Service Corporation International, 92, 124, 258, 531
Shaw Industries, Inc., 561
The Sherwin-Williams Company, 45,124, 251
A.O. Smith Corporation, 202, 589
Snap-on Incorporated, 150,218,387
Sonoco Products Company, 410
Southdown, Inc., 88, 460
Span-America Medical Systems, Inc., 27, 214
Sparton Corporation, 165, 574
Spectrum Control, Inc., 192, 231
Speizman Industries, Inc., 358
Springs Industries, Inc., 509
Standard Commercial Corporation, 70, 399
Standard Motor Products, Inc., 7,119, 272, 299
The Standard Products Company, 18,153, 217, 554
The Standard Register Company, 218, 343
Standex International Corporation, 317, 504
The Stanley Works, 231,350, 446
The L. S. Starrett Company, 247
Stewart & Stevenson Services, Inc., 166
Stone Container Corporation, 58, 131, 158, 537
Sun Company, Inc., 110, 423, 583
Sun Microsystems, Inc., 120, 267, 520

T
TRW Inc., 63,329,507
Talley Industries, Inc., 186
Tandem Computers Incorporated, 148, 355
Tandy Corporation, 163, 376
Tasty Baking Company, 71
Tecumseh Products Company, 305, 477
Temple-Inland Inc., 49
Tenneco Inc., 246
Teradyne, Inc., 182
Terra Industries Inc., 73, 348
Tesoro Petroleum Corporation, 220, 315
Thermo Electron Corporation, 177
Thiokol Corporation, 116, 127, 394, 575
Thorn Apple Valley, Inc., 377, 501
The Timken Company, 213, 248
The Toro Company, 33, 218, 267
Tosco Corporation, 93,164
TransTechnology Corporation, 76, 568

Trinity Industries, Inc., 52
Tultex Corporation, 14, 277, 316
Twin Disc, Incorporated, 287, 431
Tyco International Ltd., 58
Tyler Corporation, 321
Tyson Foods, Inc., 401

u
UST Inc., 161,195,249
Unifi, Inc., 107,403
Union Carbide Corporation, 124
Unisys Corporation, 108, 190, 232, 285, 371
United Foods, Inc., 212, 357, 563
United States Surgical Corporation, 462
Universal Corporation, 159, 235, 478
Universal Foods Corporation, 279, 305, 572

V
VF Corporation, 344
Varian Associates, Inc. 291,432
Veritas DGC Inc., 70
Viad Corp., 178

w
WHX Corporation, 142, 196, 364
Wal-Mart Stores, Inc., 95, 541
Walbro Corporation, 287
Wall Street Deli, Inc., 533
Wang Laboratories,Inc., 388, 581
The Washington Post Company, 44
Wausau Paper Mills Company, 203, 574
Waxman Industries, Inc., 88
Western Atlas Inc., 145
Western Digital Corporation, 63, 235, 286
Westinghouse Electric Corporation, 250, 583
WestPoint Stevens Inc., 487
Westvaco Corporation, 314
Weyerhaeuser Company, 49, 317
Whirlpool Corporation, 94,187
Winnebago Industries, Inc., 70, 148, 358, 397
Witco Corporation, 126, 196, 294, 397
Woolworth Corporation, 34, 127, 392, 435
Wm. Wrigley Jr. Company, 197, 315, 451

Y
York International Corporation, 161,452, 505

z
Zenith Electronics Corporation, 46, 426, 577
Zurn Industries, Inc., 131, 394
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A

ACCOUNTS PAYABLE, see Liabilities
ACCOUNTS RECEIVABLE, see Receivables

ACCOUNTANTS’ REPORT, see Independent Auditors’
Reports
ACCOUNTING CHANGES
Auditors’ report, 570-580
Depreciation, 46, 577, 578
Earnings per share, 49
Engineering costs, 47
Environmental remediation liabilities, 45, 48, 49, 579
Estimates, 48
Future adoption, 48, 49
Impairment of long-lived assets, 42-44, 570-572
Inventories, 45, 46, 154, 426, 577
Investments, 47
Reporting period of subsidiaries, 47, 435, 436
Transfers and servicing of financial assets, 48, 49
ACCOUNTING ESTIMATES, See Estimates
ACCOUNTING POLICIES, 35-42
ACCOUNTING PRINCIPLES BOARD OPINIONS
(AICPA)
No. 6—Treasury stock, 265
No. 12—Allowances deducted from assets, 154
No. 12—Capital changes, 438
No. 12—Disclosure of depreciable assets, 167
No. 12—Disclosure of depreciation expense, 167
No. 15—Earnings per share, 404
No. 16—Business combinations, 52
No. 17—Intangible assets, 188
No. 18—Equity method for investments, 171
No. 20—Accounting changes, 42
No. 22—Disclosure of accounting policies, 35
No. 30— Discontinued operations, 395
No. 30—Extraordinary items, 402
ACCOUNTING RESEARCH BULLETINS (AICPA)
No. 43 Chapter 3A Noncurrent receivables, 183
No. 43 Chapter 4 Inventories, 154
No. 43 Chapter 9C Depreciation accounting, 359
No. 51 Consolidation of subsidiaries, 50

ADDITIONAL PAID-IN CAPITAL, see Stockholders’
Equity
Balance sheet title, 264
Statement of changes, 447
ADVANCES
Current liability, 218
ADVERTISING AND PROMOTIONAL COSTS
Capitalized, 41,160, 161
Expense, 41,282, 292
Liability accruals, 218, 219
AFFILIATED COMPANIES, see Investments
AGREEMENTS, see Commitments; Contracts
ANNUAL REPORTS TO STOCKHOLDERS
SEC requirements, 2, 34
ARBITRATION PROCEEDINGS, 71,73
ASSET EXCHANGE, 59
ASSETS
Adjustment, see Write-downs/Write-offs
Depreciable, see Property, Plant, and Equipment
Held for sale, 165, 166, 201,202, 295
Impairment, see Write-downs/Write-offs
Intangible, see Intangible Assets
Pledged, see Collateral
Sale, 285, 286, 299
AUDIT COMMITTEE REPORT, 589, 590
AUDITING STANDARDS BOARD
Addressee, 565
Auditors’ standard report, 565, 566
Dating of report, 584, 585
Departures from unqualified opinions, 582
Emphasis of a matter, 580
Lack of consistency, 570
Reference to report of other auditors, 566, 567
Reports on comparative financial statements, 582
Subsequent events, 120
Title of auditors’ report, 565
Uncertainties, 569
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AUDITORS, CHANGE IN, 582, 583
AUDITORS’ REPORT, see Independent Auditors’
Reports

B

Loan agreement restrictions, 89, 90
Purchase contracts, 90-92
Sales agreement, 94
Tax sharing agreement, 421
Timber cutting contracts, 206
COMMODITY CONTRACTS, 37, 96-103, 107, 108
COMMON STOCK, see Stockholders’ Equity
COMPANIES SELECTED FOR SURVEY, 1

BALANCE SHEET
Format, 135
Title, 135

COMPARATIVE FINANCIAL STATEMENTS
Auditors’ standard report, 566
SEC requirement, 2, 34

BANKRUPTCY
Chapter 11 filing, 256
Fresh start reporting, 580-582

COMPENSATING BALANCES, 233

BONDS, see Liabilities

COMPREHENSIVE INCOME, 281,475

COMPENSATION, see Employees

BONUS PAYMENTS, see Employees

CONSIGNED MERCHANDISE, 160

BUSINESS COMBINATIONS, see Poolings of Interests;
Purchase Method
Asset exchange, 59
Formation of joint venture, 58
Merger of companies under common control, 54
Privatization agreement, 59

CONSOLIDATION, 50-52
Accounting change, 47, 435, 436
Nonhomogeneous operations, 51, 52
Partnerships, 245, 246
Reporting period of subsidiaries, 47, 435, 436
Statutory business trust, 401

c

CONTINGENCIES, see Gain Contingencies; Loss
Contingencies
Definition, 59
CONTINGENT CONSIDERATION, 55, 56, 93, 94

CAPITAL STOCK, see Stockholders’ Equity
CAPITAL STRUCTURES, 260
CARRYBACKS/CARRYFORWARDS, see Income Taxes
CASH
Current asset, 135-137
Restricted, 137, 203
CASH FLOWS, see Statement of Cash Flows
CASH SURRENDER VALUE, 204
CHANGES IN ACCOUNTING, see Accounting Changes
CLASSIFICATION OF COMPANIES
Industrial groups, 1
Revenues, 1
COLLATERAL
Cash, 137
Property, 168, 225, 231,234
Receivables, 153, 234
COMMERCIAL PAPER
Noncurrent liability, 225-228, 231
COMISSIONS, 282
COMMITMENTS, see Contracts; Financial Instruments
Advances to artists and authors, 95
Capital expenditures, 92, 93
Charitable contributions, 95
Contingent consideration, 55, 56, 93, 94
Employment contracts, 93
Joint ventures, 95,173
Leases, 95
License agreement, 94

CONTRACTS, see Commitments
Billings in excess of cost, 221
Completion costs, 222
Endorsement, 41
Futures, see Financial Instruments
Maintenance, 283, 285
Purchase, 90-92
Receivables, 144, 145
Revenue, 222, 223, 284, 285, 393, 394
Service, 283, 285
Unbilled costs, 166
CONTRIBUTIONS, 95, 302, 407-411
CORPORATE RESPONSIBILITY
Social awareness expenditures, 95, 302, 407-411
COST OF GOODS SOLD, 290, 291
COSTS CAPITALIZED
Advertising, 41, 160, 161
Refurbishment, 169
Restructuring, 205, 206
Software, 39, 170, 199, 200
Start-up, 168, 169
Subscription acquisition, 167
COSTS EXPENSED, see Expenses; Losses
COVENANTS
Loan agreements, 89, 90
Not to compete, 192-194
CREDIT AGREEMENTS, 207-210, 225-235
Subsequent event, 124, 127, 128, 588
CREDIT CARD RECEIVABLES, 149, 150
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CREDIT RISK CONCENTRATIONS, 117-120
CURRENCY TRANSLATION, see Translation of
Foreign Currency
CUSTOMER LISTS, 193, 194

D
DEBT, see Liabilities
DEFERRED COMPENSATION, see Employees
DEFERRED CREDITS
Current liability, 217, 218
Excess of acquired net assets over cost, 257
Grants, 258
Hedging gains, 256, 257
Income from shipments to distributors, 217
Leases, 257, 258
Maintenance contracts, 283, 285
Prearranged funeral contracts, 258, 259
Service contracts, 218
Subscription revenue, 217
DEFERRED INCOME TAXES
Current asset, 161-164
Noncurrent asset, 195-197
Noncurrent liability, 244
Valuation allowance, 367, 371,372, 375, 377, 379,
381, 386
DEPLETION, 364, 365
DEPOSITS
Current liability, 218
DEPRECIABLE ASSETS, see Property, Plant and
Equipment
DEPRECIATION
Accelerated, 360-362
Accounting change, 46, 577, 578
Accumulated, 167
Definition, 359
Fully depreciated assets, 170
Production-variable, 363, 364
Straight-line, 359, 360
Units-of-production, 362, 363
DERIVATIVES, see Financial Instruments
DISCLOSURE
Accounting policies, 35
Changes in stockholder equity accounts, 438
Commitments, 89
Complex capital structures, 260
Consolidation policy, 50
Contracts, 393
Defined benefit pension plans, 306
Depreciable assets, 167
Depreciation expense, 167
Discontinued operations, 395
Earnings per share, 404
Fair value, 137, 171, 183, 207, 224

Financial instruments, 95
Income taxes, 382, 389
Intangible asset amortization, 188
Long-term debt maturities, 224
Notes to financial statements, 35
Postretirement benefits, 322
Pro forma data for stock-based compensation
plans, 332
Related party transactions, 131
SEC requirements, 2
Segment information, 19
Statement of Cash Flows, 495, 555, 564
Uncertainties, 74
Valuation allowances, 154
DISCONTINUED OPERATIONS
Adjustment of prior period loss, 398, 399
Assets, 165, 166, 201, 202
Liability accruals, 215-217, 252, 253
Proposed segment disposal terminated, 399, 400
Restructruing accrual reduced, 288
Restructuring costs deferred, 205, 206
Restructuring losses, 292-294, 303-305
Segments of business, 395-400
Spin-off, 125, 129, 130
Subsequent event, 125, 126, 585, 589
DIVIDENDS
Cash, 414-416
ESOP, 433, 434
In kind, 417-421
Stock, 416, 417
Stock purchase rights, 413, 421-423
DOLLARS IN THOUSANDS OR MILLIONS, 34
DOUBTFUL ACCOUNTS
Allowance, 154
Expense, 292
DUAL DATING, 584-589

E
EARNINGS PER SHARE, 404-407
EMPHASIS OF A MATTER
Fresh start reporting, 580-582
EMPLOYEE STOCK OWNERSHIP PLANS, 272-274,
348-351,492, 493
Tax benefits, 433, 434
EMPLOYEES
Contingency, 73
Deferred compensation, 204, 247, 357, 358
Employee stock ownership plan, 272-274, 348-351,
433, 434, 492, 493
Employment contracts, 93
Grantor trust, 274-276, 474, 475
Incentive compensation, 356, 357
Issuance of stock, 447-453
Liability accruals, 211, 212, 247-250
Pension plans, see Pension Plans
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Postemployment benefits, 331, 332
Postretirement health care and insurance benefits,
see Postretirement Health Care and Life Insurance
Benefits
Profit sharing, 355, 356
Receivables, 277
Savings plans, 347, 348
Stock award plans, 345-347
Stock option plans, 332-345
Stock purchase plans, 351-355
Unearned compensation, 268, 269, 488-494
ENDORSEMENT CONTRACTS, 41
ENGINEERING COSTS, 47
ENVIRONMENTAL REMEDIATION LIABILITIES
Accounting change, 45, 48, 49, 578, 579
Accounting policy, 36
Charges, 300, 304, 305
Contingencies, 63-69
Liability accruals, 219-221,251,252
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F
FAIR VALUE
Accounts payable, 211
Commodity contracts, 95-103,107,108
Current amount of long-term debt, 213
Debt, 98-100, 104-109, 112-116, 184, 207-210,
224-233
Financial guarantees, 110,115
Foreign currency contracts, 95-116
Interest rate contracts, 95-116
Investments, 98, 100, 105-108, 112-116, 137, 171
Letters of credit, 110, 111, 231
Loan commitments, 112, 115, 184
Preferred stock, 114,187, 254, 263
Put option, 255
Receivables, 100, 104, 111-116, 143, 183-187, 230
Receivables—sold with recourse, 115, 151,152
FIFO, see Inventories

EQUITY METHOD
Balance sheet, 171-174
Income statement, 287, 300

FILM RENTAL CONTRACTS, 91,223

ESTIMATES
Contracts, 82, 83
Discontinued operations, 78
Environmental remediation liabilities, 79-83
Income taxes,79, 81,381
Litigation, 79-81
Revised, 48, 131
Significant, 78-83
Use of, 36, 40, 76, 77

FINANCIAL ACCOUNTING STANDARDS BOARD
INTERPRETATIONS
No. 35—Equity method criteria, 171

EXCESS OF ACQUIRED NET ASSETS OVER
COST, 257
EXCESS OF COST OVER FAIR VALUE, see Goodwill
EXCISE TAXES, 282
EXPENSES, see Losses
Advertising, 41,282, 292
Amortization-intangible assets, 296
Charitable contributions, 302
Comissions, 282
Cost of goods sold, 291
Definition, 290
Dismantlement and removal, 256
Distributions on Trust preferred securities, 401
Doubtful accounts, 292
Engineering, 47
Environmental remediation, 300, 304, 305,
Merger, 301,302
Reclassification, 282
Research and development, 291, 292, 302, 303
Sale of receivables, 299, 300
Start-up, 579, 580
Training, 300, 301
EXTRAORDINARY ITEMS
Extinguishment of debt, 402, 403
Regulatory accounting discontinued, 403

FINANCE SUBSIDIARIES, 51

FINANCIAL ACCOUNTING STANDARDS BOARD
STATEMENTS
No. 4—Debt extinguishment losses/gains, 402
No. 5—Commitments, 89
No. 5—Contingencies, 59
No. 13—Leases, 236
No. 14— Segment reporting, 19
No. 16—Prior period adjustments, 423
No. 21—Nonpublic enterprises, 19
No. 47—Long-term debt maturities, 224
No. 57—Related party transactions, 131
No. 87—Pension plans, 306
No. 89—Current cost requirement eliminated, 133
No. 94—Consolidation of majority-owned
subsidiaries, 50
No. 95—Basic financial statements, 413
No. 95—Statement of Cash Flows, 495, 512, 534,
555, 564
No. 106—Postretirement health care and life
insurance benefits, 322
No. 109—Income taxes, 365, 382, 389
No. 112—Postemployment benefits, 331
No. 115—Investments in debt and equity securities,
137, 171
No. 123—Stock-based compensation, 332
No. 128—Earnings per share, 404
No. 129—Capital structures, 260
No. 129—Preferred stock redemption
requirements, 260
No. 130—Comprehensive income, 281,475
FINANCIAL INSTRUMENTS
Balance sheet financial instruments, 112-116
Cashless collar, 176
Commodity contracts, 37, 96-103,107,108
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Derivative agreement, 173
Fair value, see Fair Value
Financial guarantees, 109, 110, 225, 230, 232
Foreign currency contracts, 96-108
Forward purchase financing agreement, 205
Hedged metal obligations, 222
Hedging gains deferred, 256, 257
Interest rate contracts, 96-108, 203, 287, 288
Letters of credit, 110, 111
Loan commitments. 111, 112
Put option, 255
Receivables sold with recourse, 115,151,152
Settlement, 287, 288

Litigation settlements, 287, 288
Public offering of subsidiary stock, 289
Sale of assets, 285, 286
GOING CONCERN BASIS
Auditors’ report, 569
GOODWILL
Amortization, 296
Impairment, 294, 295, 303, 304
Intangible asset, 189, 190, 193
GRANTOR TRUST, 274-276, 474, 475
GRANTS, 258
GUARANTEES AND WARRANTIES
Financial guarantees, 109, 110
Product, 38, 72, 218
Stock appreciation, 72

FINANCIAL STATEMENTS
Basic, 413
Comparative, 34
Notes, 35
Order of presentation, 34
Rounding of amounts, 34

H

FINANCING TRANSACTION, 126
FIRST-IN, FIRST-OUT, see Inventories

HEDGING, see Financial Instruments

FISCAL PERIODS
Change in, 32, 33
Definition, 33, 34
Natural business year, 32

HOUSING PROJECTS
Revenue, 284

I

FIVE YEAR SUMMARY OF OPERATIONS, 6, 7
FIXED ASSETS, see Property, Plant, and Equipment
FOREIGN CURRENCY CONTRACTS, 96-108
FOREIGN OPERATIONS
Currency translation, see Translation of Foreign
Currencies
FORWARD-LOOKING STATEMENTS, 13, 14, 16-19
FORWARD PURCHASE FINANCING
AGREEMENTS, 205
FRESH START REPORTING, see Bankruptcy
FUNDS SEGREGATED FOR DESIGNATED
PURPOSES, 137, 175, 203
FUTURES, see Financial Instruments
Payable, 223

G
GAIN CONTINGENCIES
Carryforwards, 373, 375, 381-389
Litigation, 73
Receivables, 73, 74
GAINS, see Revenue
Definition, 283
Equity in income of investees, 287
Foreign currency transactions, 287
Interest rate contract settlement, 287, 288
Liability accruals reduced, 288

IMPAIRMENT, see Write-downs/Write-offs
Accounting change, 42-44, 570-572
Receivables, 187
INCENTIVE COMPENSATION, see Employees
INCOME, see Gains; Revenue
INCOME PER SHARE, see Earnings Per Share
INCOME STATEMENT
Format, 281
Reclassification, 281,282
Title, 281
INCOME TAXES
Assessments, 70, 71
Balance sheet presentation, 212, 213
Carryfor wards, 373, 375, 381-389
Credit provision, 373-378
Deferred income taxes, see Deferred Income Taxes
Excess income tax accruals reversed, 369
Exemption grants, 375
Income statement presentation, 365-382
No provision, 379-382
Refund claims, 146
Tax benefits attributable to employee benefit
plans, 463, 464
Tax sharing agreement, 421
Undistributed earnings, see Undistributed Earnings
INDEBTEDNESS, see Liabilities
INDEPENDENT AUDITORS’ REPORTS
Addressee, 565
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Auditors’ standard report, 565, 566
Change in auditors, 582, 583
Dual dating, 584-589
Emphasis of a matter, 580-582
Lack of consistency, 570-580
Presentation in annual report, 565
Reference to report of other auditors, 566-568, 577
Supplementary financial information, 584
Title, 565
Uncertainties, 569

J
JOINT VENTURE
Formation, 58

L

INDUSTRIAL REVENUE BONDS, 225, 229, 231

LACK OF CONSISTENCY, 570-580

INDUSTRY CLASSIFICATION
Classification of companies in survey, 1
LIFO inventories, 155

LAST-IN, FIRST-OUT, see Inventories

INDUSTRY PRACTICE
Classification of barreled whisky, 156
INFLATION ACCOUNTING, 133
IN-SUBSTANCE DEFEASANCE, 232, 233
INSURANCE
Cash surrender value, 204
Liability accruals, 217, 253
Self-insured, 39, 69, 70
INTANGIBLE ASSETS
Amortization, 188, 296
Covenants not to compete, 192-194
Customer lists, 193,194
Goodwill, see Goodwill
License agreements, 191,192
Patents, 191,192
Pensions, 188
Technology, 192
INTEREST
Capitalized, 169
INTEREST RATE CONTRACTS, 96-108, 203, 287, 288
INTERIM PERIODS
Quarterly financial data, 2-5
INTERPERIOD TAX ALLOCATION, see Income Taxes
INVENTORIES
Accounting change, 45, 46, 154, 426, 577
Average cost, 158
Consigned merchandise, 160
FIFO, 155, 156
Industry groups using LIFO, 155
LIFO, 154-158
Precious metals, 159,160
Purchase commitments, 91,92
Specific cost, 159
INVESTMENTS
Available-for-sale, 137-141, 175-182
Current asset, 137-143
Equity method, 171-174, 287, 300
Fair value, 98, 100, 105-108, 112-116, 137, 171
Held-to-maturity, 143, 177-182
Noncurrent asset, 171-182
Stock purchase warrants, 47
Trading, 141-143
Unrealized gains/losses, 270, 271,480-483

LAWSUITS, see Litigation
LEASES
Lessee, 236-240
Lessor, 146-148, 241
Leveraged, 241,242
Noncompliance with lease terms, 237
Sale-leaseback, 230, 242, 243
LEASING SUBSIDIARIES, 52
LETTERS OF CREDIT, 110, 111, 231
LIABILITIES
Accounts payable, 211
Advances, 218
Advertising, 218, 219
Bankruptcy, 256
Commercial paper, see Commercial Paper
Contract billings, 221
Contract completion costs, 222, 223
Current amount of long-term debt, 213
Debt, 207-210, 224-233
Debt converted into stock, 455-457
Deferred revenue, see Deferred Credits
Deferred taxes, see Deferred Income Taxes
Deposits, 218
Discontinued operations, 215-217, 252, 253
Dismantlement and removal costs, 256
Dividends, 217
Employees, 211,212, 247-250
Environment, 219-221,251, 252
Extinguishment of debt, 402, 403
Film rental contracts, 223
Futures payable, 223
Hedged metal obligations, 222
Income taxes, 212, 213
In-substance defeasance, 232, 233
Insurance claims, 217, 253
Loan agreement restrictions, 89, 90, 234, 235
Puts, 255
Rebates, 224
Redeemable stock warrants, 254
Royalties, 221
Subsequent event, 123-128
Subsidiary preferred stock, 253
Taxes other than federal income taxes, 214, 215
Warranties, 218, 253
LICENSE AGREEMENTS
Commitment, 94
Intangible asset, 191, 192
Revenue, 40, 288
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LIFO, see Inventories

NEGATIVE GOODWILL, 257

LINE OF CREDIT, see Credit Agreements

NONCANCELABLE LEASES, see Leases

LITIGATION
Contingencies, 60-63, 73
Settlements, 287, 288, 297, 298
Subsequent event, 127, 586-588

NONCOMPETE AGREEMENTS, 192-194

LOANS, see Liabilities

NONRECURRING ITEMS
Losses, 303-306

LOSS CARRYFORWARDS, see Income Taxes
LOSS CONTINGENCIES
Arbitration proceedings, 71
Credit risk, 117-120
Environmental regulations, 63-69
Financial instruments, see Financial Instruments
Governmental action, 72
Guarantees, see Guarantees and Warranties
Letters of credit, 110, 111, 231
Litigation, see Litigation
Non-insured losses, 69, 70
Receivables sold with recourse, 150, 151,152
Repurchase agreements, 72
Retiree medical benefits, 73
Risks, see Risks and Uncertainties
Stock appreciation guaranty, 72
Tax assessments, 70, 71
LOSSES see Expenses
Definition, 290
Extinguishment of debt, 402, 403
Extraordinary, 402, 403
Foreign currency transactions, 297
Litigation settlement, 297, 298
Restructuring, 292-294, 303-305
Sale of assets, 299
Unusual/nonrecurring, 303-306
Write-downs/write-offs, 294-296, 302-306

M
MAINTENANCE CONTRACTS, 283, 285
MANAGEMENT ANALYSIS OF FINANCIAL
CONDITION AND RESULTS OF
OPERATIONS, 8-19
MANAGEMENT REPORT, 589-592
MARKETABLE SECURITIES, see Investments
MERGERS, see Poolings of Interests; Purchase Method
MINORITY INTERESTS
Balance sheet, 245, 246
Income statement, 297, 400, 401
MORTGAGE SERVICING RIGHTS
Revenue, 284

N
NATURAL BUSINESS YEAR, see Fiscal Periods
NATURE OF OPERATIONS, 36-39

NONHOMOGENEOUS OPERATIONS
Finance subsidiaries, 51
Leasing subsidiaries, 52

NOTES PAYABLE, see Liabilities
NOTES RECEIVABLE, see Receivables
NOTES TO FINANCIAL STATEMENTS, 35

o
OBLIGATIONS, see Liabilities
OPINIONS, see Independent Auditors’ Reports
OPINIONS, APB, see Accounting Principles Board
Opinions

p
PAID-IN CAPITAL, see Stockholders’ Equity
PAR VALUE CHANGE, 470-472
PARTNERSHIPS
Consolidated, 245, 246
PATENTS, 191, 192
PAYABLES, see Liabilities
PENSION AND RETIREMENT PLANS
Amendments, 307, 319, 320
Curtailment gains/losses, 313, 320, 321
Defined benefit plans, 307-314
Defined contribution plans, 315
Liability accruals, 248, 250
Merger of plans, 318, 319
Minimum liability, 188, 271,272, 310-312, 484-487
Multiemployer, 317
Prepaid costs, 197-199, 314
Supplemental benefits, 315, 316
Termination, 321
Transfer of assets, 323, 324
PERFORMANCE SHARE PLAN, see Employees
PLEDGED ASSETS, see Collateral
POOLINGS OF INTERESTS
Business combinations, 52-54, 424, 425, 436, 437
Combination costs, 301,302
Subsequent events, 121, 123
POST BALANCE SHEET DISCLOSURES, see
Subsequent Events
POSTEMPLOYMENT BENEFITS, 331,332
POSTRETIREMENT HEALTH CARE AND LIFE
INSURANCE BENEFITS, 322-331
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Actuarial assumption changes, 328
Curtailment, 330, 331
Liability accruals, 247-249
Transfer of excess pension assets, 323, 324
PRECIOUS METALS, 159, 160, 284
PREDECESSOR AUDITORS’ REPORT, 582, 583
PREFERRED STOCK, see Stockholders’ Equity
PREFERRED STOCK OF SUBSIDIARY, 253, 254
PREPAID EXPENSES, 160, 161
PRIOR PERIOD ADJUSTMENTS, 427, 428
PRIVATIZATION AGREEMENT, 59
PRO FORMA FINANCIAL DATA
Accounting changes, 47
Business combinations, 54-58, 454, 455
Preferred stock conversion, 405, 460
Stock-based compensation, 332-345, 351-355
Subsequent events, 121-123, 125, 442
PRODUCT REPURCHASE AGREEMENTS, 72
PRODUCT WARRANTIES, see Guarantees and
Warranties

Contracts, 144, 145
Credit card, 149,150
Current, 143-150
Doubtful accounts, 154
Employees, 277
Fair value, 100, 104, 111-116, 143, 183-187
Finance receivables, 146-148,183
Impairment, 187
Income tax refund claims, 146
Installment contracts, 150
Noncurrent, 183-187
Related parties, 149
Sold to independent entity, 94,151-153, 299, 300
RECLASSIFICATIONS
Advertising expense, 282
Commission expense, 282
Excise taxes, 282
Income statement format, 281
Software costs, 170
Transportation revenues and expenses, 282
REDEEMABLE COMMON STOCK, 467, 468
REFURBISHMENT COSTS, 169
REGULATORY ACCOUNTING, 403

PROFIT SHARING, see Employees

RELATED PARTY TRANSACTIONS, 131-133

PROMOTIONAL COSTS, see Advertising

RELOCATION, see Discontinued Operations

PROPERTY, PLANT AND EQUIPMENT
Balance sheet presentation, 167-169
Commitments, 92, 93
Depreciation, see Depreciation
Discontinued operations, see Discontinued
Operations
Fully depreciated, 170

REMEDIATION, see Environmental Costs

PROSPECTIVE INFORMATION, 13, 14, 16-19

REPORT OF AUDIT COMMITTEE, 589, 590
REPORT OF MANAGEMENT, 589-592
REPORTING ENTITY, see Consolidation
RESEARCH AND DEVELOPMENT
Expense, 291,292
Write-off, 302, 303

PUBLIC OFFERINGS
Investee, 125, 245, 246, 289
Reporting company, 461-463

RESERVES
Use of term, 259

PURCHASE CONTRACTS, 90-92

RESTATEMENTS, 423-428

PURCHASE METHOD
Business combinations, 54-58, 454, 455
Commitment, 90, 91
Contingent consideration, 55, 56, 93, 94
Subsequent event, 120-124

RESTRICTED ASSETS, 137, 175, 203

PUTS, 255, 437, 438, 445, 466

Q
QUARTERLY FINANCIAL INFORMATION, 2-5

R
REBATES, 224
RECEIVABLES
Collateral, 153
Contingent, 73, 74

RESTRICTED STOCK AWARDS, see Employees
RESTRICTIONS
Loan agreements, 89, 90, 234, 235
RESTRUCTURING, see Discontinued Operations
RETAINED EARNINGS
Adjustments to opening balance, 423-428
Balance sheet title, 264
Dividends, see Dividends
Pooled company income eliminated, 436, 437
Put warrant obligation reclassified, 437, 438
Reporting period of subsidiaries changed, 435, 436
Statement of changes, 413
Tax benefits from ESOP dividends, 433, 434
Treasury stock transactions, 428-432
REVENUE, see Gains
Contracts, 222, 223, 283-285, 393, 394
Deferred, 217, 218, 256-259
Definition, 283
Grants, 258
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Housing projects, 284
Income statement captions, 283-285
License agreements, 40, 288
Maintenance contracts, 283, 285
Mortgage servicing rights, 284
Prearranged funeral contracts, 258, 259
Precious metal products, 284
Revenue of survey companies, 1
Service contracts, 283, 285
Subscription, 217
Support, 40
REVOLVING CREDIT AGREEMENTS, see Credit
Agreements
RIGHTS, see Stock Purchase Rights
RISKS AND UNCERTAINTIES
Estimates, Use of, 36, 40, 76-78
Nature of operations, 36-39, 75, 76
Significant estimates, 78-83
Vulnerability, 40, 83-88
ROUNDING OF AMOUNTS, 34
ROYALITIES, 221

s
SAFE HARBOR STATEMENT, 16-19
SALES, see Revenues
SAVINGS PLANS, see Employees
SECURITIES, see Investments

Cumulative effect of accounting change, 510
Debt, 537-540
Deposit, 530
Direct method, 496-498
Discontinued operations, 506, 507, 526, 527
Distributions of subsidiaries, 526, 527
Dividends, 542, 543
Extraordinary items, 508, 509
Foreign currency cash flows, 553, 554
Futures receivable/payable, 508
Interest and income tax payments, 495, 497, 502-506,
524
Interest rate swap proceeds, 545
Investments, 513-516
Leases, 541
Loans receivable, 511, 516, 517
Minority interest, 547
Noncash activities, 517, 520, 534, 538, 543, 555-563
Nonhomogeneous operations, 521, 522, 548
Nonrecourse debt, 537
Overdraft, 531,544
Presentation in annual report, 495
Price guaranteed contracts, 531,532
Property, 512
Public offering of subsidiary stock, 550, 551
Purchase method acquisitions, 518-520
Recapitalization, 550, 551
Reclassification, 532
Reconciliation of net income to net cash flow, 495,
499-501
Restricted funds, 523-525, 552, 553
Sale-leaseback, 528, 529
Title, 495
Zero coupon bond appreciation, 511

SECURITIES AND EXCHANGE COMMISSION
Annual reports to stockholders, 2, 34

STATEMENT OF FINANCIAL POSITION, see Balance
Sheet

SEGMENT INFORMATION, 19-31
Export sales, 25, 26, 28-31
Geographic areas, 21,22, 24-31
Industry segments, 20-23, 26
Major customers, 27

STATEMENT OF INCOME, see Income Statement

SELECTED FINANCIAL DATA, 6, 7

STOCK DIVIDENDS, see Dividends

SERVICE CONTRACTS, 283, 285

STOCK OPTION PLANS, 332-345

SHELF REGISTRATION, 225, 228-232

STOCK PURCHASE PLANS, 351-355

SHORT-TERM DEBT, see Liabilities
SHUT DOWN, see Discontinued Operations

STOCK PURCHASE RIGHTS, 129, 277-279, 413, 414,
421-423

SOCIAL AWARENESS, 95, 302, 407-411

STOCK PURCHASE WARRANTS, 254, 280, 469

SOFTWARE
Development costs, 39, 170, 199, 200

STOCK RIGHTS OFFERING, 468

SPIN-OFF, 125, 129, 130, 420, 421

STOCKHOLDERS’ EQUITY
Additional paid-in capital, 264, 447
Balance sheet title, 260
Capital structure, 260
Common stock, 260, 465-468
Conversion of debt or preferred stock, 455-460
Cumulative translation adjustments, 268, 475-479
Employee benefit plan issuances, 447-453
Employee benefit trust, 274-276, 474, 475
ESOP, 272-274
Minimum pension liability, 271,272, 484-487

STANDSTILL AGREEMENT, 128
START UP COSTS
Capitalized, 168, 169
Expensed, 579, 580
STATEMENT OF CASH FLOWS
Capital stock, 535, 536
Cash equivalents, 564
Cash value of insurance, 533

STATEMENT ON AUDITING STANDARDS, see
Auditing Standards Board
STOCK-BASED COMPENSATION, see Employees

STOCK SPLITS, 128, 439-446
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Par value change, 470-472
Preferred stock, 260-264
Public offering, 461-463
Purchase method acquisitions, 454, 455
Receivable from sale of capital stock, 277
Restricted stock forfeiture, 472, 473
Retained earnings, see Retained Earnings
Stock purchase rights, 129, 277-279
Stock purchase warrants, 254, 280, 469
Stock rights offering, 468
Stock splits, 128, 439-446, 585, 586
Subsequent event, 126-128
Tax benefit related to employee benefit plans, 463,
464
Treasury stock, see Treasury Stock
Unearned compensation, 268, 269, 488-494
Unrealized investment gains/losses, 270, 271,480-483
SUBSCRIPTIONS
Acquisition costs, 167
Revenue, 217

TRUSTS
Employee benefits, 274-276, 474, 475
Statutory business trust distributions, 401

u
UNAUDITED DATA, see Pro Forma Data
UNBILLED COSTS, 166
UNCERTAINTIES, 40, 74-88, 235, 569
UNCONSOLIDATED SUBSIDIARIES, see Investments
UNDISTRIBUTED EARNINGS
Taxes accrued, 389
Taxes not accrued, 368-372, 390-392
UNEARNED REVENUE, see Deferred Credits

SUBSEQUENT EVENTS
Auditors’ report, 584-589
Business combinations, 120-124, 131
Capital stock transactions, 126-128
Credit agreement, 124, 127, 128, 588
Debt incurred, reduced, or refinanced, 123-125
Discontinued operations, 125,126, 585, 589
Employees, 128, 130, 588, 589
Estimate change, 131
Financial instrument, 130
Investment sold, 124
Joint venture formation, 126
Litigation, 61, 127, 298, 586-588
Public offering, 125
Spin-off, 125, 129, 130
Stock purchase rights, 129
Stock splits, 128, 442, 444, 585, 586
SUMMARY OF ACCOUNTING POLICIES, 35-42
SUPPLEMENTARY FINANCIAL INFORMATION, 584

T

UNUSUAL/NONRECURRING ITEMS
Losses, 303-306

V
VULNERABILITY, 83-88, 587

w
WAIVERS
Loan agreement violation, 569
WARRANTIES, see Guarantees and Warranties
WARRANTS, see Stock Purchase Warrants
WRITE-DOWNS/WRITE-OFFS
Assets held for sale, 295
Assets held for use, 295, 296, 304-306, 570-572
Intangible assets, 294, 295, 303
Investment, 303
Operating lease, 570

TAXES OTHER THAN FEDERAL INCOME TAXES
Liability, 214, 215

Y

TECHNOLOGY, 192
TIMBER, 206

YEAR ENDINGS, see Fiscal periods

TRAINING COSTS, 300, 301

YEAR 2000, 19

TRANSLATION OF FOREIGN CURRENCIES
Cumulative adjustments, 268, 475-479
Gains/losses, 287, 297
TREASURY STOCK
Balance sheet presentation, 265-267
Issued, 430, 431, 451
Purchased, 430, 431,437, 438
Retired, 428, 429, 432, 465-467

ALSO AVAILABLE TO COMPLEMENT ACCOUNTING

TRENDS & TECHNIQUES:

Disclosure Checklists and Illustrative Financial Statements
Developed by the AICPA’s Accounting and Auditing Publications staff, these practice aids are invaluable to anyone who
prepares financial statements and reports. All of the material has been updated to reflect AICPA, FASB, and GASB
pronouncements and interpretations, as well as SEC regulations.
Each $27.00 fo r members, $29.50 fo r nonmembers, with exceptions noted.

Banks and Savings Institutions (1997)
Common Interest Realty Associations (1997)
Corporations (1997)
Defined Benefit Pension Plans (1997)
Defined Contribution Pension Plans (1997)
Health Care Organizations (1997)
Employee Health and Welfare Benefit Plans (1997)
Not-for-Profit Organizations (1997)
Property & Liability Insurance Companies (1997)
State and Local Governmental Units (1996)
Life and Health Insurance Cos. (1997)

No.
No.
No.
No.
No.
No.
No.
No.
No.
No.
No.

008704KP
008714KP
008715KP
008711KP
008713KP
008709KP
008708KP
008710KP
008718KP
008697KP
008717KP

Supplements to Corporations Checklist (Members $12.50; Nonmembers $13.50)
•

•
•

Construction Contractors (1997)
Investment Companies (1997)
Real Estate Ventures (1997)

No. 008732KP
No. 008716KP
No. 008719KP

Audit and Accounting Guides
AICPA Audit and Accounting Guides provide essential guidance by summarizing the accounting and financial reporting
practices that apply to specific industries, describing unique matters, conditions, and procedures relevant to those industries,
and alerting auditors to auditing practices and procedures pertinent to these specialized areas.
Price $31.00 members; $37.00 nonmembers
New and Revised Guides:

Brokers and Dealers in Securities
Banks and Savings Institutions
Employee Benefit Plans
Use of Real Estate Appraisal Information
Prospective Financial Information

No. 012179KP
No. 011176KP
No. 012336KP
No. 013159KP
No. 012067KP

Other Industry Guides (with conforming changes as o f May 1, 1997 unless otherwise indicated):

Agricultural Producers and Cooperatives
Airlines
Casinos
Certain Nonprofit Organizations (1994)
Colleges and Universities (1994)
Common Interest Realty Associations
Construction Contractors
Credit Unions
Entities with Oil and Gas Producing Activities
Federal Government Contractors
Finance Companies
Health Care Organizations
Investment Companies
Not-for-Profit Organizations
Property and Liability Insurance Companies
State and Local Governmental Units
Stock Life Insurance Companies (1994)
Voluntary Health and Welfare Organizations (1994)

No. 012352KP
No. 013180KP
No. 013147KP
No. 013165KP*
No. 013323KP*
No. 012485KP
No. 012093KP
No. 012045KP
No. 012088KP
No. 012435KP
No. 012463KP
No. 012428KP
No. 012361KP
No. 013167KP
No. 011918KP
No. 012057KP
No. 012035KP
No. 012158KP*

* Applicable in governmental entities; for non-governmental entities see the Not-for-Profit Organizations Guide, No. 013167KP

Call 1-800-862-4272 to order any of these publications
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